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THE last quarter of a century has seen a remarkable 
development of political economy as an academic study. 
For special reasons connected with the organization of the 
universities and of institutions for liberal education gen- 
erally, this development is not so marked in France or 
England as it is in Germany, in the United States, or, 
perhaps, in Italy; but it has everywhere been sufficient to 
bring forward economic science, from its old position as 
the curious pursuit of a limited class of specialists, to a 
recognized place as a department of thought, the further 
exploration of which must be carefully provided for by 
any well-equipped academic body. In our own country 
in particular, no one of the moral sciences has made a 
more rapid or solid gain than political economy, either in 
the extent and importance of its scientific investigations, 
or in the dignity of method and spirit which characterizes 
its work, or in its educational value. 
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The reasons for this important advance, it is to be 
noted, are in some degree independent of those which 
determine the value of economic science for the profes- 
sional educator and make it for him an important branch 
of liberal training. For him it is a study which is to disci- 
pline and. open the mind, and prepare it to meet the prob- 
lems offered by professional work or by active business. 
The educational value of economic study has, in fact, but 
little to do with the actual content of the science. Even 
if it were, as has been said, a mere discussion of “ lunar 
politics” or of social relations under the rings of Saturn, 
although it would lose in interest, it would still afford one 
of the best means of training the reasoning powers to deal 
with the questions of complex causes presented to us in 
such infinite variety by human life.* In short, the value 
of political economy as a dialectic would remain, although 
it found no immediate application in the society around 
us. Probably every earnest teacher of the subject feels 
an interest in his work, then, and has in view the attain- 
ment of objects, entirely different in kind from the interest 
and the purposes which, to the non-professional observer, 
would seem to be most natural. 

But the interest with which the general public view the 
academic study of economics and the wide-spread demand 
for its extension, as well as the pressure of students for 
introduction to its elements and its methods, no doubt 
spring from entirely different considerations. It is the 
perception of the scope and importance of the questions 
with which political economy deals that turns the popular 
current so strongly towards it to-day. It is keenly felt 
that on the right answer of these questions must depend 
not only the future progress of society, but also the preser- 
vation of much that has been gained by mankind in the 


*See some excellent remarks on this subject by Professor Patten, of the 
University of Pennsylvania, in his paper on The Educational Value of Political 
Economy, in the publications of the American Economic Association, vol. v., 
No. 6, p. 11. 
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past; and it is inevitable that the community should 
desire to see such problems investigated under the con- 
ditions and by the methods which are found to be fruit- 
ful in other departments of study, and to have the 
younger generation trained for economic reasoning and 
investigation as thoroughly and assiduously as they are 
for the languages or philosophy or natural science. We 
say advisedly that “the community” desire to see this; 
for nothing is more striking than the interest which those 
who are called practical men often show in the prosecution 
and encouragement of this class of studies, in which nev- 
ertheless they take but little part directly. That the sci- 
entific man and the practical man are apt to lack each 
other’s strongest qualities—and so are complementary 
to each other, but are rarely complete —is a notorious 
cause of misapprehension and waste of energy;* but in 
this case we have both working together, in their com- 
mon eagerness to promote the investigation of economic 
questions, as they might for the promotion of the natural * 
and physical sciences, which so readily fix the attention of 
the non-professional observer. We can go farther, and 
say that public opinion in general, in the countries which 
stand highest in the intellectual scale, is catholic in its 
judgments of the results of economic investigation, toler- 
ant of differing opinions, and fully awake to the essential 
importance of complete freedom of thought and of expres- 
sion. Especially is this the case in Germany, which for 
some years past has succeeded in maintaining the first 
place in this branch of learning as in so many others. 
Complete intellectual independence has there been con- 


*The remark of Mill may be recalled, that, ‘‘ while the philosopher and 
the practical man bandy half-truths with one another, we may seek far without 
finding one who, placed on a higher eminence of thought, comprehends as a 
whole what they see only in separate parts,— who can make the anticipations 
of the philosopher guide the observation of the practical man, and the specific 
experience of the practical man warn the philosopher when something is to be 
added to his theory.” Essays on Some Unsettled Questions, p. 157. 
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spicuous among the favoring conditions of intellectual 
progress. 

The universities have everywhere found themselves 
encouraged and even required, therefore, to take up the 
investigation of economics with vigor and to push it by 
scientific methods. The leading European universities, 
it is well known, have long been raising the standard of 
their equipment and encouraging research in this as in 
every other department of learning. But, limiting our 
observation now to American institutions alone, even the 
last fifteen years have witnessed a complete transforma- 
tion of their work in political economy. In the largest 
and most thoroughly organized of them, where time has 
generally been gained for an extended training, the inde- 
pendent examination of economic theories, the comparison 
and weighing of writers, the determination of the points at 
which important schools diverge, and the application in all 
cases of the logical test, which leaves no place for the mere 
authority of a name, have been carried to a point which 
even fifteen years ago would have been thought impos- 
sible.* The study of economic history in its most impor- 
tant fields has been prosecuted with success, contribu- 
tions of recognized value have been made to the literature 
of economics, and students everywhere have learned to 
watch with interest the results of American investigation 
and scholarship. The work that has been done, it is safe 
to say, has been done with increasing thoroughness and 
fidelity. The tone of American economics, often supposed 
to echo only the English school to which the scholars of 
every country are proud to acknowledge their indebted- 
ness, has been modified in a singular way in favor of the 
free and continuous development of theory; and the study 
and interpretation of economic history, discarding the easy 


* Without attempting an exact measurement of the increase of work which 
has taken place, it is probably safe to say that in the six or eight leading 
American institutions the number of hours of instruction given per week to 
economics has increased on the average six or seven fold since 1876. 
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post hoe propter hoe of the partisan, has become the labo- 
rious and impartial search for the facts which test theories 
and exemplify principles. No “American school” has 
been developed in this rapid progress ; but economic study 
in the United States, in the institutions of learning as well 
as outside of them, has had a serious part in the general 
movement of economic thought in the world at large. 
This work has been carried on, as has already been said, 
by scientific methods and in accordance with a public 
demand that it should be so carried on. The question 
often raised whether political economy is in fact a science 
is not material here. Political economy at any rate aims 
to discover the forces which determine certain phenomena 
of society, their direction, strength, and mutual relations. 
It is, then, in any case a study of cause and effect, and as 
such must be studied in the scientific manner, whatever 
place may be assigned to it in the scientific hierarchy. 
The circle of emotions, hopes, and moral judgments spring- 
ing from any economic fact, may be boundless; but the 
relation of that fact to its cause and its consequences is as 
certainly a question to be settled by appropriate scientific 
methods, as the perturbation of a satellite or a reaction 
observed by the chemist. And undoubtedly the essential 
of the scientific manner of study is, that truth alone should 
be the object of pursuit, and that the methods of investi- 
gation should be such as from the nature of the subject- 
matter will lead to the truth most directly and surely. 
That the results obtained by such methods should be 
agreeable or the reverse, that they should accord with 
prevailing ideas or interests or be in opposition thereto, is 
altogether aside from the purpose in hand. Are the re- 
sults true? is the only test question to be recognized in 
such an inquiry. That the process of investigation or 
reasoning is not to be warped in order to make a given 
conclusion attainable, that any conclusion thus attained 
by illegitimate means is not only worthless, but noxious, 


a 

: 

= 

= 

— 


402 QUARTERLY JOURNAL OF ECONOMICS 


follows as a matter of course when the truth for its own 
sake is made the aim. 

The universities, in general, are aided in their efforts to 
inculcate the scientific spirit in economic students, by a 
very important body of tradition and example within their 
own walls. The young student of political economy, who 
is urged to- carry on his investigation as one of scientific 
interest, and not merely of transient political concern, can- 
not help feeling the influence and catching something of 
the spirit of the investigators at work in other fields 
around him. The patience, thoroughness, and singleness 
of purpose which mark successful efforts in the great body 
of scientific pursuits, set the standard for him. His own 
teachers may fall short of their own ideal of scientific 
method, they may even be untrue to it, and yet the ob- 
serving student will feel the sweep of the great current 
which carries all genuine lovers of science towards the 
sameend. This influence of the general intellectual move- 
ment has, moreover, been strengthened in no small degree 
by the change which has taken place in the methods of 
study pursued in political economy itself. The cultiva- 
tion of the so-called historical method can never make 
political economy anything other than a deductive sci- 
ence, deriving its laws by logical conclusion from premises 
which are freed by abstraction from all non-essentials. 
But it would be idle to deny that the verification of con- 
clusions by observation and the selection of new premises 
for further reasoning — in a word, that the thoroughness of 
the deductive process and the general scope of the study 
— have been advanced in a high degree by the improved 
methods of research and comparison, which have been 
made applicable in political economy as well as in other 
moral sciences. It would be difficult to find a writer 
upon economics, however severe his theoretical method, 
whose mental attitude does not show a remarkable change 
from the “stalled” condition in which his predecessors of 
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thirty years ago found themselves. And the student finds 
in this extended range of interest at once a stimulus to 
the acquisition of the best equipment and training for 
independent research, and a safeguard against the mere 
absorption of an expounded system. So far as the tiue 
scientific spirit has made its way, the student in economics, 
as elsewhere, more and more follows Bacon’s injunction, 
to “read, not to contradict and refute, nor to believe and 
take for granted, .. . but to weigh and consider.” 


So much being premised as to the spirit and method at 
present governing the academic study of economics, in 
the leading institutions in all countries having any impor- 
tant place in the intellectual world to-day, we have next 
to remark upon the singular derogation from scientific 
methods implied in the demands frequently made in the 
last few years in the United States for some different and 
special treatment of the burning question of protection or 
free trade. That this question should be singled out for 
such demands is no doubt due to the fact that, especially 
since 1880, it has become political to a greater extent 
than for many years previously. As a political question, 
it is often treated by partisans in the heat of discussion as 
if its solution were the chief, and sometimes as if it were 
the only, aim of political economy. It would not be diffi- 
cult to cite public speakers, very high in station, who have 
been altogether unable to recognize any other subject of 
interest in the economic field: whereas, it must be re- 
marked for completeness of statement, international trade 
has to compete for attention, in any general survey of 
that field, with such broad and absorbing questions as 
those relating to money, land, labor, and socialistic reform, 
all of which antedate the free-trade controversy and are 
likely to disappear only with human society itself. These 
questions are all intrinsically as important as the question 
between a high tariff and a low one, and every one of 
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them probably concerns our material interests in even 
greater degree, and with our material interests others still 
more vital. But on no one of these subjects has dogma 
yet fairly crystallized into political platforms, and they 
are, therefore, still recognized by most of the world, as the 
proper subject-matter for unbiassed scientific inquiry; and 
the answer to be given by science is still looked for with 
interest, if not with hope. 

The call for exceptional treatment of the question be- 
tween protection and free trade is, in effect, a demand that 
upon a controverted point, as to which scientific opinions 
are not at one, political economy shall be made to give its 
answer in a particular, predetermined sense. This is the 
real purport of the complaints made by scores of public 
speakers in the canvass of 1888, and frequently repeated 
by the press, as to the supposed tendencies of the instruc- 
tion in political economy in a large part of the American 
colleges and universities. The complaints, in moss cases 
at least, did not relate to methods of training or inves- 
tigation ; for they were manifestly made without knowl- 
edge of the methods pursued. The gist of the complaints 
was that certain specified results of reasoning had been 
reached,— results not set down as eccentric and possibly 
indicative of individual lack of balance, but commented on 
as showing necessarily and of themselves a certain bias in 
the academic mind generally. In short, the attempt was 
made to judge of a body of scientific inquirers by refer- 
ence, not to their processes, but to their opinions upon 
questions still sub judice. This was not far different from 
requiring of them the profession of a creed. 

In some cases, the requirement of a creed has gone still 
farther, if very wide-spread report may be trusted. In 
more than one State university and in some minor institu- 
tions within the last few years, it has been understood, the 
purpose has been avowed of filling existing vacancies only 
by the appointment of men holding a particular set of 
opinions upon the vexed question. It has long been an 
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open secret that, at an earlier date, one important school 
of public economy was founded with the express provision 
that it should avoid the judicial attitude of a scientific 
body and establish an active propaganda of the views of 
its founder.* It would be hard to find a parallel for such 
intolerance of scientific investigation and substantial in- 
difference to truth as these cases disclose, in any institu- 
tions of equal standing, when dealing with any other sub- 
ject claiming scientific rank. Indeed, the closest parallel 
to be found is that presented by the denominational the- 
ological schools, in which, a creed being required by the 
rigor of the case, any pretensions on the score of scientific 
character naturally take an altogether subordinate posi- 
tion. It is, in fact, difficult to imagine any corresponding 
requirement made of a professor of geology, or chemistry, 
or mathematics, and nearly as difficult to imagine it in the 
case of a philosopher, historian, or jurist. The case may 
indeed be cited of a seminary in South Carolina, the trus- 
tees of which, a few years ago, were so ill-advised as to 
displace a professor on the avowed ground that he was an 
evolutionist ; ¢ but this transaction was too much obscured 
by the odiwm theologicum to be important in the present 
connection. 

More plausible, but not more defensible in reason, than 
the requirement of a creed is the suggestion not infre- 
quently made, that upon a subject like this it is the duty 
of a fully equipped university to have instruction given 
upon both sides of the controverted question, and by in- 
structors selected for this purpose,— not selected, there- 
fore, as being the best available persons, irrespective of 
their opinions upon this matter, but selected because of 

*The secrecy which was judiciously maintained as to the text of the 
original instrument in this well-known case makes it impossible to cite the 
exact language here. It is understood that wiser counsels have ultimately 
prevailed, and that the impossible terms of the original foundation have been 


relaxed so as not to be inconsistent with the dignity of self-respecting scholars, 
or with the enjoyment of scientific reputation by the school itself. 


t See the Nation, October 2 and December 18, 1884. 
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those opinions in order to represent opposing theories. 
Any individual dealing with such a question, it is main- 
tained, must have his opinions formed. Let his desire to 
preserve a judicial impartiality in training and directing 
his students be, then, as great as it may, his own thoughts 
as to the conclusions to be reached, it is said, must needs 
give a bias to his instruction, and in any case must be 
evident to his hearers, carrying authority in their minds 
and thus tending to educate them exclusively to his views. 
Therefore, it is concluded, both sides should be presented 
with conviction by those who are qualified and anxious 
to set their respective opinions in their best light, and 
the ingenuous student should be permitted to make his 
choice of results freely. There can be no doubt that what 
is called a “joint, discussion” thus permanently estab- 
lished in a university would be a highly attractive exhi- 
bition, and that by its aid a study sometimes found arid 
might easily be made entertaining. But here, again, there 
is probably no other subject in the academic range con- 
cerning which such a proposition would not instantly be 
covered with ridicule,—no other subject, with the pos- 
sible exception of theology, in which the incongruity of 
establishing a man to preach a doctrine and calling this 
the promotion of science would not be instantly perceived. 
There may, indeed, be the case in which two expositors 
of a given subject by fortunate chance present it in differ- 
ent aspects, and true investigation may gain thereby; but 
this is something radically different from the proposition 
which we are now considering, to establish a permanent 
polemic between men selected as advocates, not to say as 
partisans. 

The reason of this incongruity is not far to seek. Let 
us suppose by way of illustration that, by some change of 
public opinion, the socialistic movement should reach the 
political stage of development, and some proposition in- 
volving the main principle should find its affirmative or 
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negative in all the party platforms. Nothing could be 
more natural than for the socialists to declare that, for the 
right investigation of their system, the presentation of it 
by convinced socialists is absolutely necessary, that justice 
to their arguments cannot be expected from those who 
still cling to the old order of things, and that debate 
between advocates will best elucidate the truth. Indeed, 
the socialists might well set up to-day the demand for 
special representation upon the staff of any large uni- 
versity, if the importance of the question raised by them, 
its inevitable claim for an answer, and the risk of prepos- 
session against them, are sufficient grounds for such repre- 
sentation. But, among the sober-minded seekers of truth 
—and we have no concern with anybody else — there 
would be little doubt that, in any such case, the process 
of systematic representation of adverse views would be 
the conflict of prejudices rather than a true investigation, 
and that it bears no likeness whatever to the careful and 
reasoned methods by which any scientific inquiry ad- 
vances from step to step. In short, the method of treat- 
ment would be felt to be incongruous with the subject- 
matter. The same would be true of every question of 
economics, so far as it is a fit subject for academic treat- 
ment. The subject-matter is in every case a relation of 
cause and effect, requiring to be studied with a single eye 
to truth of result; but the proposed method effectually 
excludes the probability of such study on either side of 
the question, by presupposing advocacy, when the process 
of investigation plainly ought to be kept as free as is 
humanly possible from every disturbing influence.* 
After all, however, the question must remain, What is 


* There is, of course, paid representation of opposite opinions, and perhaps 
upon essentially scientific propositions, whenever a court hears a case argued by 
counsel ; but this method of informing the highly trained mind of the court of 
all the considerations that can be presented on either side, as a preparation for 
its decision, has no analogy to the case of the university, where the minds ad- 
dressed are, from the nature of the case, not yet trained, and the work in hand 
is not decision, but training, 
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the proper treatment of the disputed topics which neces- 
sarily come to view in the scientific exposition of political 
economy? As has been said above, these topics are not 
few in number, although few of them have reached the 
political stage. The economic and social effects of private 
ownership of land; the effects and the claims for prefer- 
ence of different methods of taxation, direct or indirect, 
upon property real or personal, and proportional or pro- 
gressive; the choice between government currency and 
bank paper, and between the gold standard and the free 
coinage of silver; the choice between private and State 
ownership of public works; the powers and duty of the 
State with respect to combinations of capital on the one 
hand and of labor on the other; the fundamental question 
of all, as to the organization of society upon the basis of 
individual property rights or upon that of communism, 
qualified or complete,—such questions as these, no less 
than that between protection and free trade, fill the public 
mind, frequently divide enlightened opinion, and call for 
investigation by processes, if they can be found, as secrupu- 
lously scientific as those of mathematics. On some of 
these questions the judgment of the best trained econo- 
mist may well be in suspense. On some of them, and 
perhaps on most, every earnest scholar is likely to have 
his opinion formed, and in that case, although his mind 
should still remain open for fresh light, is tolerably certain 
to feel his interest strongly engaged on the one side or 
the other. Such is the inherent difficulty of treating by 
scientific methods any subject which has a direct bearing 
upon the action or well-being either of society or of its 
individual members. 

Nothing need be said here as to the necessity of impar 
tiality of judgment, for that is of the essence of any scien- 
tific method. As little need be said of the frequently 
suggested claims of sympathy or patriotism, for these have 
their place in an inquiry of an entirely different order 
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from the search for economic truth. It is to be pre- 
sumed that the guide in such a search preserves at any 
rate the consciousness of impartial purpose, and aims to 
keep his mind free from all influences foreign to the 
matter actually in hand. Giving him the benefit of this 
presumption, what is he to do with the occasions which 
lie all along his path for the statement or suggestion of 
individual opinion upon questions like those referred to 
above ? i 

At this point we must recall the distinction often in- 
sisted upon by economists, and as often forgotten by them 
as by anybody else, between economic laws and the appli- 
cation of those laws in practical administration and legisla- 
tion. The economic law, the deduction of pure science, is 
simply the statement of a causal relation, usually between 
a small number of forces and their joint effect, possibly 
between a single force and its effect. For the statement 
of that relation, the case has been freed from every dis- 
turbing element, and with the result, it is hardly necessary 
to repeat, of giving a proposition which, however impor- 
tant, is only conditionally true. The laws of value,-in 
their simplest generalization, are true only under certain 
assumed conditions of complete competition. The law of 
rent is a fine example of a law of never-failing operation, 
which, however, is not usually seen with its conditions in 
the absolutely simple state in which the economist, for the 
purposes of reasoning, imagines them. But, when we come 
to the application of economics to legislation, we enter at 
once into a region of necessarily confused conditions, and 
also become conscious of objective ends often having little 
or no relation to any economic doctrine. For any purpose 
of legislation, the social and industrial conditions of a 
country —such as they have been made by long past 
history, by newly kindled enterprise, or by sudden calam- 
ity—have to be a guiding consideration. The present 
needs of a people have to be weighed, perhaps, against 
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what might seem to be its ultimate advantage; and what 
is socially or politically possible has to be accepted as the 
limit.* The objects aimed at by legislation may also be 
entirely different from those suggested by simple economic 
deductions. For the purposes of the legislator, even the 
certainty of economic loss which is indicated by some 
unquestioned principle may be an entirely immaterial con- 
sideration, to be set aside as of no weight in comparison 
with the object in view, or as merely the cost which he 
can afford to pay for some great uneconomic gain.t We 
can even conceive the economist as deliberately contraven- 
ing, in view of the general conditions of the case, what 
would seem to be the natural conclusion from his own 
doctrine,— as, for example, we may conceive a believer in 
the single gold standard advocating, in the present state 
of the world, international bimetallism, or vice versa. It 
is common, therefore, to hear the questions of legisla- 
tion, which are to be determined in view of a confused 
mass of conditions, perhaps not closely related to each 
other, spoken of as “simple questions of expediency,” 
with the suggestion, implied if not expressed, that eco- 
nomic science has nothing to do with them. Questions 
of expediency alone they cannot be, for they involve all 
the action of economic forces; but they undoubtedly are 


*Mr. Keynes observes that ‘“‘in a few departments, such as those of cur- 
rency and banking, we meet with cases where, having determined the economic 
consequences of a given proposal, we practically have before us all the data 
requisite for a wise decision in regard to its adoption or rejection. But more 
usually — where we pass, for instance, to problems of taxation, or to problems 
that concern the relations of the State with trade and industry, or to the gen- 
eral discussion of communistic and socialistic schemes —it is far from being 
the case that economic considerations hold the field exclusively. Account must 
also be taken of ethical, social, and political considerations that lie outside the 
sphere of political economy regarded as a science.’’ The Scope and Method of 
Political Economy, p. 55. It may be doubted, however, whether, even in such 
departments as currency and banking, simple cases are so easily found as is 
here implied. 

t+And so Adam Smith says, ‘“‘ As defence, however, is of much more im- 
portance than opulence, the act of navigation is, perhaps, the wisest of all the 
commercial regulations of England.” Wealth of Nations, IV., ch. ii. 
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mixed questions, involving considerations of expediency, 
it may be of highly complex character, and therefore not 
to be détermined by any purely scientific test.* ; 
Here we reach a distinction of some consequence with 
reference to the proper treatment of the great disputed 
questions. The investigation of economic law is a strictly 
scientific inquiry, as much as the investigation of the law 
of gravitation, and the determination of economic law falls 
within the competence of the university. Indeed, one 
of the great objects for which the university exists is to 
train minds for such inquiry and to further the advance 
of knowledge in precisely such obscure departments. 
But on the mixed questions of legislative policy and ex- 
pediency, it is not the province of the university to pro- 
nounce. They indeed involve questions of science, as 
they involve much else; but their solution is not an act 
of the scientific judgment. It is, on the contrary, an act 
of the political judgment, enlightened by the aid of eco- 
nomic science, of jurisprudence, of the study of human 
nature itself, or whatever else may serve to clear up the 
matter in hand. The historical narratives in which the 
great questions of the past lie embedded are no doubt 
objects of university study, and the unravelling of their 
tangled threads affords a valuable training, by means of a 
subject-matter of unfailing interest; but it is no part of 
the business of the university to pronounce ex cathedré 
upon the policies which may find in such narratives some 
illustration, but which must after all rest upon indetermi- 
nate and probably transitory conditions. So, too, the 
great financial and industrial questions of the day supply 
the best of material for practice in the analysis of compli- 
cated problems and in the collecting and weighing of 
evidence; but in all this it is the acquisition of power in 


*Compare the common remark that ‘freedom of trade is good in theory 
but not in practice,” which is a manner of saying that conclusions, scientifi- 
eally correct in the speaker’s opinion, must be applied with careful regard to 
extraneous conditions. 
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the dealing with problems, and not the solution of any 
practical question, that is the real matter in hand. The 
university may, and if successful in its true functions will, 
supply scientific data for the use of all who are concerned 
in the settlement of legislative and administrative ques- 
tions; but, when to these data are added the many others 
which form a part of the basis for all practical decisions, 
the further declaration of opinion from the university 
chair becomes an obiter dictum, not necessary in the strict 
performance of duty, and raising some difficult questions 
of expediency. 

The distinction here taken between strict scientific 
questions and mixed questions of science and expediency, 
it is true, is not usually observed. Ina loose use of lan- 
guage, we are apt to speak of any question involving eco- 
nomics as an economic question, and to treat it, possibly 
until judgment is given against us, as something to be 
settled by scientific reasoning alone. But is there one 
such question which the wise legislator will dispose of in 
this manner, or as to which the considerate economist, 
whether in the chair or out of it, will give on scientific 
grounds an unreserved judgment? It is only by extend- 
ing the definition of political economy itself, so as to in- 
clude a vast region of politics and ethics, and thus destroy- 
ing the possibility of all scientific precision, that we can 
describe as economic questions a great mass of those which 
commonly pass for such. This confusion of boundaries is 
no doubt often ventured upon, and with the eager student 
the temptation to it must always exist. Nevertheless, the 
line between political economy and the allied subjects 
appears to be drawn by reason and necessity, as well as 
by authority; and, being drawn, it brings with it the dis- 
tinction here made between the questions of science and 
those of practice.* 

* Professor Marshall observes that “‘it is not the function of a science to 


lay down practical precepts or to prescribe rules of life. The laws of eco- 
nomics, as of other sciences, are couched in the indicative, and not in the 
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The teacher of political economy must be supposed, 
however, as has already been remarked, to have his views 
upon the questions which lie beyond the strict limit of 
scientific conclusions; and as one who is much occupied 
with the subject-matter in one of its aspects, and so is fa- 
miliar with its importance, he may be expected to hold his 
opinions with strong conviction and interest. But, in his 
capacity as teacher, is he to express these opinions or to 
withhold them? The way to an answer to this question 
may be partially cleared, perhaps, if we consider the general 
relation of instructor and student, as regards their respec- 
tive conclusions upon the subjects of their study in com- 
mon. In no moral science is there a body of truths, as 
in the exact sciences, capable of demonstration by a 
process which shall exclude the possibility of difference of 
judgment between instructed minds. The great service 
done by the instructor in moral sciences is, as has been 
said above, to train the mind of the student to scientific 
reasoning. That the student should learn to reason truly 
is of far more consequence than that he should perceive 
and accept any particular truth; and the real success of 
the instructor is found, not in bringing his students to 
think exactly as he does,— which is unlikely to happen, 
and indeed unnatural,— but in teaching them to use their 
own faculties accurately and with measured confidence. 
Even within the strict bounds of science, then, the instruc- 
tor is little concerned with the greater or less uniformity 
of conclusion among his students, and is not properly con- 


imperative mood: they are statements as to the effects produced by differ- 
ent causes, singly or in combination. They are not rules ready for immediate 
application in practical politics.’’ And in a note, remarking upon the ten- 
dency of some writers, especially in France, to enlarge the scope of political 
economy so as to make it include practical politics, the same writer adds: 
““Of course an economist retains the liberty, common to all the world, of 
expressing his opinion that a certain course of action is the right one under 
given circumstances. And, if the difficulties of the problem are chiefly eco- 
nomic, he may speak with a certain authority. But so may a chemist with 
regard to other problems, and yet no reasonable person regards the laws of 
chemistry as precepts.’ Principles of Economics, i. p. 89. 


= 


414 QUARTERLY JOURNAL OF ECONOMICS 


cerned at all with anything like the propagation of his own 
views. He is interested in making his reasoning process 
clearly understood; but this is because of the value of the 
logical process itself, and not for the sake of producing 
conviction in the particular individuals addressed. There 
is no duty laid upon the instructor’s conscience to satisfy 
every doubt and to inculcate certain propositions as abso- 
lute truth; but it is his duty to show how to practise clear 
analysis and just discrimination in scientific reasoning, 
and, if he has done this with success, he may well be con- 
tent. 

And when we come to the questions of applied eco- 
nomics, the questions in which science and political expe- 
diency both have their part, we come to a class of possible 
decisions which, according to the view here taken, it is 
distinctly the duty of the university instructor not to 
press upon his students. Dealing with such questions, 
as he must in order to make a comprehensive survey of 
his own proper field, it is his business to carefully disen- 
tangle the scientific considerations from all others, and to 
‘show their limitation as determined by the supposed condi- 
tions which underlie the scientific reasoning. But it is 
not his province to strike the balance between all the con- 
flicting interests and arguments, scientific, political, and 
ethical, which actually present themselves for considera- 
tion. Still less is it his business to enforce the conclu- 
sions which, upon such balance being struck, appear satis- 
factory to his own mind; for, if as regards the questions 
of pure science he has an object in view more important 
than mere conformity of belief even in the best established 
truth, still more on the debatable ground must he give 
a subordinate place to such conformity. Indeed, looking 
solely at his relation as instructor, the assent of his pupils 
upon questions outside of the scientific range becomes as 
irrelevant as their agreement with his preferences in party 
politics or with his religious beliefs. 
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This, however, is not the same thing as to say that the 
instructor should suppress his opinions on the class of 
mixed questions now in view. His dignity may forbid a 
course which might be interpreted as concealment; and 
there are, moreover, few men whose weight of authority 
is such as to compel any extraordinary caution in the 
declaration of their minds. As a citizen, taking his part 
in the affairs of the community, the instructor has occasion 
to form opinions and to act upon them; and it is his right 
in that relation to do what he may to lead others to act 
with him. In the university, however, he is under other 
obligations; and there it is for him to decide, how far, 
with his habit of mind and his temperament, he can give 
expression to judgments lying beyond his proper sphere, 
and yet related to it, without injury to the severe neu- 
trality of science which he is bound to preserve within 
that sphere. It may well be that no two men could fol- 
low with advantage the same rule in this respect. It has. 
sometimes been said of this or that teacher of economics, 
in the friendly comment of former pupils, that after long 
intercourse the teacher’s opinion upon some great ques- 
tion of the day was still unknown to the pupil. The 
bearing of such comments is equivocal, depending very 
likely upon conditions of which no observer, however 
close, can judge. If the teacher’s silence as to his own 
opinion was the result of fear of misconstruction or dread 
of controversy, his timidity deserved small praise. If 
he was silent because this appeared to him the only way 
to preserve the judicial attitude prescribed by his posi- 
tion, he may have laid down a stricter rule for himself 
than was necessary, and so, after all, may not have at- 
tained the highest success. If he was silent because the 
importance of holding his students to strictly scientific 
analysis and deduction, in which they would find their 
best training and most solid results, was always upper- 
most in his mind, and because any individual opinion 
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upon questions of a secondary order was therefore unim- 
portant for his purpose and asYit were intrusive, then, 
indeed, the comment is complimentary. But it is only 
the teacher himself who can determine whether it really 
does thus mark the self-forgetful devotion of his best 


powers. 
CHARLES F. DuNBAR. 
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THE DOCTRINE OF RENT, AND THE RESIDUAL 
CLAIMANT THEORY OF WAGES. 


It is now more than three years since I troubled the 
readers of the Quarterly Journal of Economics with an 
article on the distribution of wealth; and the editor of 
the Journal is kind enough to think that it is not too early 
for me again to be heard regarding those peculiar views 
which have come to be known as the “ Residual Claimant 
Theory.” The discussion of the problem of distribution 
has proceeded very actively in the interval; and the the- 
ory in question has been made the subject of many re- 
marks and criticisms, some of them just, some of them 
appearing to the present writer to embody certain mis- 
apprehensions of what was intended, or to result from a 
failure to observe the conditions upon which alone the 
theory would ever have been advanced. References to 
these latter, and some additional explanations of the sug- 
gested view of the relation of wages to the other shares 
in distribution, will, it is hoped, not exhibit the present 
writer as unduly sensitive to the criticism which he cer- 
tainly should have anticipated. It is to be noted that 
the point of most active discussion has moved considera- 
bly during the past three years, and that it is not against 
the doctrine of business profits as analogous to the rent of 
land, but against the “residual claimant” doctrine of 
wages, that the most recent attacks have been directed. 


I. In this Journal for January of the present year, 
Mr. Bonar has an article on “The Value of Labor in Re- 
lation to Economic Theory,” which seems to me to do 
some injustice to the doctrine in question. 

(a) Regarding the suggested correspondence between 
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increased productiveness of labor and increased wages, 
Mr. Bonar says, “ By Walker’s principles, the correspond- 
ence should be automatic” (p. 153, note). I am wholly at 
a loss to see how a writer so candid and so careful as Mr. 
Bonar could make such a statement. Not only was The 
Wages Question (1876) written largely on the theme that, 
if the laborer would realize his highest economic advan- 
tage, he must struggle for it without ceasing, the state- 
ment being again and again repeated that, if the laborer 
does not seek his interest, he will, in greater or less degree, 
lose his interest ; not only has every subsequent work of 
mine insisted upon this theme, but in the first presen- 
tation of the residual claimant theory, in the Political 
Economy of 1883, the acquisition by the laborer of the 
possible gain resulting from the increased productiveness 
of labor was made conditional* upon his being alert, 
active, and, so far as should be consistent with industrial 
peace, aggressive in the pursuit of his own economic 
advantage. After stating the position which the laborer 
appeared to me to occupy in the distribution of wealth, 
I followed this with the highly emphasized question, 
“ WHAT WILL HE DO WITH IT?” and proceeded to argue 
that, in order to make good this ground of vantage, the 
laborer must follow the employer sharply up with a close 
and unrelenting competition ; and, at every stage of that 
and of each subsequent statement of this view, “full and 
free competition” was made the essential condition under 
which alone the results shown to be possible would or 


could be realized. 
It seems strange, therefore, to read in Mr. Bonar’s arti- 


*“Tn determining how much, in the shape of rent, interest, and profits, shall 
be taken out of the product before it is turned over to the laboring class to 
have and to enjoy, I hold that the only security which the laboring class can 
have that no more will be taken than is required by the economical principles 
governing those shares, respectively, is to be found in full and free competi- 
tion, each man seeking and finding his own best market, unhindered by any 
cause, whether objective or subjective in its origin. If the laborer does not 
seek his interest, he loses it in greater or smaller measure.”” Page 285. 
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cle (p. 154) that “President Walker’s theory has suffi- 
cient presumptions against it to prevent any one using it 
(as the theory of a wages fund was once used) to deter 
workmen from taking action for themselves.” I cannot 
forbear smiling at the suggestion that anything coming 
from me should be supposed to have a tendency to deter 
workmen from taking action for themselves. If the reader 
will recall the prevailing economic theories regarding 
wages prior to 1876, in which it was held that, if the 
laborer did not seek his interest, his interest would seek 
him and would find him; in which it was held that exces- 
sive profits infallibly “tend to become wages,” covetous- 
ness being thus kept in check by covetousness and the 
desire for aggrandizement setting limits to its own grati- 
fication (Cairnes, 1874); if the reader will recall the 
unanimity with which it was agreed among English and 
American economists that the active self-assertion of the 
laboring class was neither necessary nor desirable in in- 
dustry; and if the reader will thereupon be pleased to 
remember the general purport of ali I have written regard- 
ing the laborer’s part in distribution, including my discus- 
sious of strikes and trades-unions, and especially the fre- 
quency with which in those discussions it has been 
repeated that in economics there are gains which no man 
loses and losses which no man gains,— he will hardly deem 
Mr. Bonar’s references to me appropriate or just. 

(6) “The special difficulty of Walker’s theory,” how- 
ever, Mr. Bonar finds in “its apparent inversion of the 
relationship of employer and employed, and the contention 
that wages are the leavings of profits, in face of the fact 
that wages are stipulated and advanced, and are, like in- 
terest on borrowed capital, set down among the expenses 
to be met before any profits are made” (p. 154). The 
phrase “apparent inversion” might create the impression 
that Mr. Bonar held it to be an open question whether 
such an inversion really took place; but, as he dismisses 
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that theory with this remark, it must be understood that 
he regards this “ special difficulty ” as insurmountable. 

It is true that this apparent inversion of relationship 
has proved a very serious obstacle to the acceptance of the 
view of the residual nature of wages, alike by the public 
mind and by many economists; but is the fault with the 
theory or with those who regard it? The rent of land is, 
by force of contract, taken out of the produce before it is 
even ascertained that the cost of production will be met. 
But what controls the contract of rent? Is it not the 
estimated productiveness of the soil? And, if the experi- 
ence of the cultivator during the continuance of the lease 
shows that this productiveness has been wrongly esti- 
mated, will not the new contract of rent be made with 
reference to a better knowledge of the capabilities of the 
land? So, in the case of labor and wages, while, in any 
individual transaction, the laborer does by the force of 
contract receive only stipulated wages,* yet in the new 
contract of labor, whether the next month or the next 
day, he is at liberty to make, and, if I am not mistaken in 
what I have undertaken to show regarding his relation 
to the product of industry, he is in a position to enforce + 
a demand for wages which shall take up any gain in pro- 
ductive power, not involving a resort to poorer soils or to 
an inferior grade of employers or requiring any larger use 
of capital. That such an increase of production may take 

* This was clearly expressed in the foregoing terms in my Political Econ- 
omy of 1883 (p. 265). Yet Mr. Gunton in his latest work writes as if I had com- 
pletely overlooked this apparent inversion of relationship, and attributes to me 
“* an astonishing amount of inconsistency ”’ in that I speak of the laborer as the 
residual claimant upon the product of industry, having previously exhibited 
him as receiving wages stipulated in advance. Principles of Social Economics, 
4s a Gunton thought better of my work when, in his reply to Karl Marx, 


he adopted entire, though without acknowledgment, my statement of the origin 
and source of profits. See Political Science Quarterly, vol. iv. pp. 577-581. 
+“*It is the competition of employers that, under the free working of 
natural law, gives to the marginal man the full amount of his product.” 
Professor J. B. Clark, Quarterly Journal of Economics, vol. v. p. 309. 
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place (as, for instance, through the laborer’s quickened 
intelligence, his higher skill, his greater carefulness in 
the use of tools and materials, his augmented energy due 
to the hope of larger returns) has been abundantly proved. 
In a word, what this alleged contradiction in terms, incon- 
sistency, inversion of relationship, or however it may be 
characterized, amounts to is simply this: I hold that the 
laborer’s wages are stipulated in advance, and, indeed, that 
this is of the very essence of wages. On the other hand, I 
hold that the laborer’s position in the industrial order is 
such that, if he vigorously asserts his interests, he can 
continuously raise his stipulated wages to the full height 
of his increased efficiency in production. 

(ec) Another misapprehension which has appeared re- 
garding the “ residual” theory of wages relates to an as- 
sumed intention to exhibit this as a universal condition. 
It may be that this has been the fault of the author in 
not distinctly disavowing such an intention, which, in- 
deed, never existed. The author at no time thought of 
applying such a rule to communities like China or India, 
or even to many of the more degraded laboring populations 
of Europe; and he deemed this sufficiently shown by his 
frequent assertions that the laboring class could only make 
good their claim to all the “residue” of the product 
through the exercise of the highest intelligence, energy, 
and acquisitiveness, and also and especially by refraining 
from doing themselves an injury through excessive repro- 
duction, leading to over-population. (Political Economy, 
1888, p. 268.) 

It has been objected to the theory in question that, 
conceding the views presented regarding the source of 
rent and of profits, there is no more reason for attributing 
the character of a residual claimant to labor than to capi- 
tal; and this is perfectly true, provided the laboring class 
are placed at a disadvantage, economically, by excess of 
numbers over the opportunities of employment, or by a 
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painfully. slow increase of capital, due either to the sever- 
ity of natural conditions or to social violence and dis- 
order. In the latter case, it would be the capitalist, not 
the laborer, who would have “the upper hand on the 
stick.” In fact, however, in all well-ordered communities, 
enjoying large natural resources, the accumulation of cap- 
ital tends to outrun the increase of population; while the 
ability of capitalists (not of employers) to combine so as 
to prevent the rate of interest from falling, under the 
pressure of a rapidly increasing supply, is conspicuously 
less than the ability of laborers so to combine as to hold 
up the rate of wages. It was simply and solely on ac- 
count of this general economic advantage in such com- 
munities that the mastery of the situation was attributed 
to the laboring class, who would thus be enabled, in the 
unceasing strain over the product of industry, to take up 
all the rope that might be paid out through any ameliora- 
tion of the conditions of production. Does not the eco- 
nomic history of England and the United States during 
the past thirty or fifty years show that precisely this has 
been done ? 


II. In the April number of this Jowrnal, Mr. Hobson, 
of London, presents his “ Law of the Three Rents,” the 
first effect of which he declares to be that “it com- 
pletely destroys what may be termed the ‘residuary lega- 
tee’ treatment of distribution” (p. 279). Mr. Hobson 
does not antagonize the view of the source of business 
profits presented in the April number of this Journal for 
1887. On the contrary, he appears in a general way to 
accept it as valid.* The way in which Mr. Hobson would 


*“*Tthas been recognized that rent of land is not an element in the price 
of agricultural produce. So General Walker has proved that ‘profits do not 
form a part of the price of manufactured products’ ; for, as he says, ‘ the profits 
are drawn from a body of wealth which is created by the exceptional abilities 
(or opportunities) of those employers who receive profits, measured from the 
level of those employers who receive no profits.’”’ Quarterly Journal of Eco- 
nomics, vol. v. p. 272. 
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“upset entirely the position of wages as a residual claim- 
ant” (p. 264) is by establishing the proposition that capi- 
tal and wages are also subject to the law of rent, leaving 
thus all the claimants upon the product of industry 
equally subject to economic strain, the economic advan- 
tage or disadvantage of each in any given situation being 
determined purely by supply and demand. The signifi- 
cance of Mr. Hobson’s contribution to the philosophy of 
distribution depends entirely upon his success in establish- 
ing this proposition. He calls his article “The Law of 
the Three Rents,” and it is only as he shall prove that 
the returns to labor and to capital obey the same rule 
as the returns to land that the residual claimant theory 
will be affected. 

Mr. Hobson’s method is as follows. He assumes the 
existence of a body of laborers who, by their nature and 
industrial qualifications, are only enabled to exact a 
minimum wage, which, having reference to English con-, 
ditions, he takes for illustration at 15 shillings a week. 
He then asserts the existence of bodies of superior labor, 
the compensation of which rises, grade on grade, from 15 
shillings upward through a wide range. The minimum 
wage he declares to be, for all economic purposes, equiva- 
lent to the no-rent stage in land; and all above that line 
he holds to be “the rent of ability.” In the same way, he 
assumes the existence of a body of capital which, by its 
nature and industrial adaptations, is only fitted to earn 
a minimum interest, which, again having reference to 
English conditions, he fixes at 3 per cent. per annum. 
He then asserts the existence of bodies of superior capital, 
the compensation of which rises, grade on grade, from 3 
per cent. upward through a wide range. The minimum 
interest he declares to be, for all economic purposes, 
equivalent to the no-rent stage in land and to the 15- 
shilling stage in labor; and all above that line he holds 
to be “the rent of capital.” 


= 
= 
| 
= 
| 
| 
[a 
¥ 


_ 424 QUARTERLY JOURNAL OF ECONOMICS 


Now, if it were conceded that Mr. Hobson’s exposition 
of the facts of industry in these respects is correct, what 
would it prove? The essential fact in regard to rent is 
that it does not enter into the cost of production.* By 
Mr. Hobson’s own view, the wages of labor, at least up 
to the 15-shilling limit, and the interest of capital, at least 
up to the 3-per-cent. limit, do enter into the cost of pro- 
duction. Here is all the difference in the world. Mr. 
Hobson, indeed, gives excellent reasons why a minimum 
wage and a minimum rate of interest must be paid, and 
thinks that these reasons, which are good enough to 
justify wages and interest, if they needed any justification, 
are sufficient to abolish the economic distinction between 
elements that do enter into the cost of production and 
elements that do not. He shows, what nobody disputes, 
that the land keeps itself, and that, therefore, the poorest 
land need not be paid for, while the poorest labor will not 
exist without a certain wage, or the least efficient body of 
capital without a certain rate of interest. But all this 
simply emphasizes the fact that interest and wages enter 
into the cost of production and rent does not. Giving 
good reasons why interest and wages must be paid does 
not change their relations to the cost of production, 
which is the thing we are talking about. 

But how about Mr. Hobson’s exhibition of grade on 
grade of labor and grade on grade of capital, correspond- 
ing to grade on grade of soils? 

What Mr. Hobson says about the rising wages of labor 
being due to rising productive efficiency is true enough, 
and would be appropriate to a discussion of Particular 


*Except, of course, monopoly rent, the influence of which upon price, 
whether the price of hops or of anything else, has always been conceded by the 

t Professor Clark, as we shall see, in seeking to establish the proposition 
that the law of rent applies to wages and to interest, takes for his minimum 
labor so inefficient that it realizes no wages at all—i.e., is not worth employ- 
ing — and capital so ineffective that it receives no interest. 
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Wages. I fail to see that it has anything to do with 
the question of General Wages, under which we inquire 
what part of the product of industry shall go to labor as 
a whole. The problem of Particular Wages —e.g., the 
question why, when a common day laborer receives only 
15 shillings (to adopt Mr. Hobson’s minimum), a cotton- 
spinner receives 25 shillings and an iron puddler 45 —is 
a perfectly simple one. The principles are all open to 
view on the first glance. So simple is it that economists 
generally do not even give space to the discussion of the 
question. There is, in fact, lttle to be added to what 
Adam Smith said on the subject a hundred and fifteen 
years ago. 

As to the assumption regarding bodies of capital hav- 
ing objective differences among themselves * which create 
differing rates of remuneration, rising from, say, 3 per 
cent. upwards, one may well dissent. That different 
bodies of capital do, in fact, yield different rates of in- , 
terest is too evident to require proof; but this is due to 
many causes which are irrespective of the nature of the 
capital itself. The foremost of these are the following : — 

(a) Differences in Risk— Much of what appears to be 
interest is nothing but insurance of the principal. For 
example, it was for a long time as easy to place capital at 
twelve per cent. in Iowa as at eight per cent. in Chicago 
or six per cent. in New York. These differences of inter- 
est were not due to objective differences in the bodies 
of capital so invested. The New York capitalist drew 
checks upon the same bank deposit in making these suc- 
cessive investments. Which part of his deposit would go 
to Chicago, which should go to Iowa, which should stay 
at home, he neither knew nor cared: that would depend 
on which check arrived first at the bank. Nay, with the 
amount which he retained for use in New York he might 


*Mr. Hobson speaks of pieces of capital as superior or inferior, of differ- 
ent pieces of capital as ‘‘ graded in quality,” etc. 
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put some into “ governments ” at five per cent., some into 
first-class mortgages at six, some into second-rate mort- 
gages at eight, while “shaving notes” on the street at all 
the way from six to twenty. The bodies of capital so 
used were indistinguishable. 

(6) Miscaleulation, on the one hand, or Fortunate Spec- 
ulation, on the other—In buying commodities to be sold 
again or to be used in personal consumption, a wide 
range is given to the shrewdness of the purchaser and to 
the influence of fortune. So, where one buys stock with a 
view to securing a regular income from it or builds a mill 
for purposes of manufacture, miscalculation, on the one 
hand, or fortunate speculation, on the other, may enter to 
an enormous extent to create differences in the returns to 
investors, which do not arise at all from original differ- 
ences in the bodies of capital engaged, but are due solely 
to the better or worse judgment with which the function 
of investment has been exercised or to the kindness or 
unkindness of fortune; possibly, also, to the effects of 
force or fraud. 

In this matter, the usages of business men correspond 
to the view of the economist. If a manufacturing cor- 
poration has invested $100,000 in a factory which, by 
reason of miscalculation or misadventure, proves to have 
the capacity of earning but $3,000 a year net, the shares 
of that corporation sink to one-half their par value, so 
that, while the nominal capital on its books remains $100,- 
“000, its capital as known to the market is but $50,000; 
that is, the whole of it can be bought for thatsum. If, on 
the other hand, by reason of exceptional natural advan- 
tages shrewdly taken advantage of or by superior man- 
agement, another factory, near at hand, of the same size 
and capacity, built perhaps in the same year, with bricks 
drawn from the same yard, shows that it can earn $12,000 
a year net, the shares rise to $200, and the real capital of 
the corporation becomes $200,000; that is, its capital 
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stock will bring that sum in the market, and upon this 
amount this factory earns but 6 per cent., the same as 
the other. 

We get an even clearer view of the case in contemplat- 
ing those additions of capital which are required yearly to 
keep the two factories in good condition, or which may 
occasionally be called for to enlarge their capacity. The 
factory which is earning but 3 per cent. on the orig- 
inal investment is obliged to pay 6 for all the additional 
capital it obtains. The factory which is earning 12 
per cent. on the original investment likewise borrows at 
6. In regard to all that vast amount of fresh capital 
yearly available for investment, whether to keep up exist- 
ing industrial and commercial enterprises or to extend 
them, or to create new ones in the same or in newly 
opened lines, the rule is that interest tends constantly and 
strongly to a uniform rate,* except for differences caused 
by the differing risks of different kinds of investment, as 
estimated, rightly or wrongly, by the lender. 

(ce) Disgquised Rent, Disguised Profits, or Commercial 
“Good Will.”— The instances most relied on to show the 
wide range of interest generally contain some other ele- 
ment than interest, even after making allowance for the 
insurance of the principal, and even after admitting the 
effects of business miscalculation, on the one hand, and of 
fortunate speculation, on the other. Take the case of a 
factory placed forty years ago upon a New England river. 
At that time the possible mill-sites of the region were in 
small demand, and the corporation in question obtained 
its title to an inexhaustible water power and to an ex- 
tensive tract of land along the bank, at a very low price. 
To-day the factory pays its owners double and treble divi- 
dends, which are largely rent, as would quickly be made 


*“*Tn the industrial field as a whole there is a current rate of interest ; 
and, by making now more of one thing and now more of another, society causes 
each to earn, in the long run, about the prevailing percentage.’’ Professor 
J. B. Clark in the Quarterly Journal of Economics, vol. v. p. 292. 
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to appear if the corporation held its water power, its fac- 
tory-site, and the land on which stands its village, by a 
lease about to expire. Even more interesting is the in- 
stance of the breweries mentioned by Mr. Bonar as declar- 
ing enormously high dividends. Here we have, in addition 
to the elements previously mentioned, the rent of springs 
or streams of water of a quality peculiarly adapted to 
making good beer; while commercial “good will,” the 
reputation of the product arising from generations of use, 
enters to create almost fabulous gains. Disguised profits 
also enter into the dividends of many companies or cor- 
porations which have had the good fortune, good sense, 
and good feeling to retain,as managers, men of the highest 
business ability, born captains of industry, who yet, by 
considerate treatment and high salaries (the force of habit 
and perhaps pride in the works concurring), are induced 
to remain long after they have reached the pitch of reputa- 
tion which would give them command of the situation if 
they chose to set up as manufacturers for themselves. 


It might seem as though,— having expressed my reasons 
for holding, first, that, were Mr. Hobson’s exposition of 
the facts of industry admitted to be correct, these would 
not justify the extension of the law of rent to wages and 
interest; and, secondly, that the exposition itself is errone- 
ous, especially in regard to the allegation of objective dif- 
ferences among the bodies of capital applied to produc- 
tion, creating corresponding differences in the returns to 
these bodies of capital, respectively,—I need not further 
occupy the space of the Journal with comments upon Mr. 
Hobson’s article. But there are certain things brought 
out incidentally to his argument, or introduced in illustra- 
tion of his successive points, which seem to require a brief 
reference. 

(1) Mr. Hobson does a grave injustice to the familiar 
economic argument by which it is established that the 
rent of land does not enter into the price of produce. He 
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represents the economist as showing that, if “a landlord” 
were to remit his rents, the tenant, or, if not he, then the 
miller or the baker, would be enriched thereby, while the 
price of wheat, or, if not of wheat, then of flour or of 
bread, would remain as high as before. He then assumes 
an agricultural laborer refusing wages, and shows that 
the price of the produce, in the particular ease (p. 265), 
would be unaffected thereby, thus apparently putting land 
and labor in the same relation to the cost of production. 
But this is unfair; for, when the economist says “a land- 
lord,” in this connection, he means every landlord and all 
landlords. Were all landlords to remit rents, the price of 
produce would not be affected, and all the foreborne pay- 
ments would go to enrich the tenants. But, if all agricult- 
ural laborers were to refuse wages, the cost of production 
would at once be reduced one-half, two-thirds, three-quar- 
ters, or nine-tenths, according to the state of the art of 
agriculture in the district concerned. 

(2) Mr. Hobson asserts (with reference to my view of 
the source of business profits) that there are some busi- 
nesses “ which no employer will consent to carry on with- 
out a definite rate of remuneration as earnings of manage- 
ment” (p. 273). It would be interesting to hear which 
these businesses are; to learn what are the departments of 
industry in which many employers do not, first or last, 
fail; in which many others do not, after much labor and 
anxiety, have to be content with merely saving their cap- 
ital; in which “a definite rate of remuneration” is se- 
cured to all who enter them. Especially should we here 
like to know if any one of these businesses has ever been 
set up in the United States. Is it banking, or hotel-keep- 
ing, or liquor-selling, or the grocery business, or tailoring, 
or the iron manufacture ? 

(3) In his closing paragraph (pp. 287, 288) Mr. Hob- 
son charges those who present the “residual claimant” 
theory with catering to a popular passion for an easy, 
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cheap, simple, “rule-of-thumb” mode of accounting for the 
distribution of wealth. This charge might perhaps have 
been brought, with some show of reason, against that 
theory of distribution which ruled American and English 
political economy before the residual claimant theory was 
advanced,— the theory, namely, of the wages fund. There, 
indeed, distribution was made easy, and the matter of 
wages was reduced to a mere “sum” in long division. 
But the partition of the product of industry by the theory 
which Mr. Hobson attacks is no mere sum in division, no 
result of rule-of-thumb measurement, no play of clock- 
work. That theory recognizes the whole industrial body 
as continually in strain over the division of the product. 
It takes the fullest account of the moral and intellectual 
elements of supply and of demand. It puts each class that 
presents a claim to the product upon its mettle to make 
good that claim by strenuous, unfailing effort, declaring 
that whoever fails to pursue his interest must lose his 
interest. It reaches out to comprehend immense possibili- 
ties of good and evil by establishing the proposition, in 
bold defiance of the orthodox economy, that in industry 
there are gains which no man loses, as well as losses 
which no man gains. It introduces a dynamic element of 
the highest importance when it announces, as an eco- 
nomic law, that to him who hath shall be given, and from 
him that hath not shall be taken away even the little he 
seemeth to have. 

(4) After so much that must seem ungracious criticism 
of Mr. Hobson’s paper, I desire most heartily to express 
my sense of the value of his discussion (pp. 280-287) of the 
influence exerted upon distribution, in the case of an in- 
crease of production, by the comparative ease or difficulty 
of calling in additional quantities of one or another or of 
all of the several factors of production. 


III. In the same number of the Journal which con- 
tains Mr. Hobson’s article on “The Law of the Three 
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Rents” appears a paper on “ Distribution as determined 
by a Law of Rent,” from the pen of Professor J. B. 
Clark, of Smith College, on which my present purpose 
requires me to comment. Inasmuch as I shall have to dis- 
sent widely from the views of this most scholarly, candid, 
and laborious economist, I desire to say here that there is 
much in the article which is of high value,— much, espe- 
cially, bearing upon the questions of production and con- 
sumption (according to the old divisions of political econ- 
omy) which needs to be said, and could not be better 
said than it has been by Professor Clark. Yet, as to the 
law of distribution laid down, I must take exception. 

In his note on these two articles, the editor of the Jour- 
nal speaks of them as reaching “substantial identity of 
conclusion.” Is not this a mistake? Is not an impres- 
sion to this effect — natural enough on first scanning the 
two articles—due to the common use of certain terms, 
which, however, the two writers use in widely different, 
senses? Mr. Hobson, indeed, speaks of the law of rent 
as applying to labor and to capital as well as to land; 
and so does Professor Clark. But the former by wages 
means payments above the minimum received by com- 
mon day labor (say 15 shillings a week), and by interest 
payments above the minimum rate, say 3 per cent. per 
annum. On the other hand, Professor Clark seeks to 
extend the law of rent to all employed labor and to all 
capital in use. He does, indeed (pp. 314, 315), refer to 
differences in the productive power of laborers and in the 
productive efficiency of different bodies of capital; but it 
is only after he has fully reached “ the law which fixes the 
rate of wages and the aggregate amount of interest” 
(p. 311). Those differences are not at all of the essence 
of his theory, while Mr. Hobson’s whole theory is built 
upon them. Indeed, Professor Clark, throughout his dis- 
cussion of capital, asserts its strong tendency towards a 
uniform rate of interest. All which he urges for the iden- 
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tification of wages and interest with rent would hold good, 
were all laborers uniformly efficient, and were all separate 
bodies of capital intrinsically of equal productive force. 
Under such a condition, Mr. Hobson’s argument would be 
entirely without significance. 

Professor Clark’s method of proving that “interest as a 
whole is rent, and even wages as a whole are so,” both of 
these incomes being “ differential gains,” and both being 
“gauged in amount by the Ricardian formula” (p. 289), 
is to assume “a fixed fund of pure social capital” (“in- 
vested partly in land and partly in made instruments’) 
and to consider the application thereto of an increasing 
abor force (pp. 304-311); secondly, to assume a labor 
orce fixed in amount and to view the effects of increas- 
ing the fund of capital which it uses (p. 311). In the 
former case, he finds that “ the pure capital is like the field 
{that is, like any field], in that it is subject to a law of 
diminishing returns. A few men using a large fund cre- 
ate a large product per man: new men joining the force 
add less to the output, and the last man who comes adds 
least of all. Each earlier worker creates a surplus over 
and above the amount created by the last one, and the 
sum of all these surpluses is the rent of the fund” 
(p. 805). In the second case, “it is the successive in- 
crements of capital that are now subject to the law of 
diminishing returns. ... Of a succession of units of pure 
capital brought into use in connection with a fixed labor 
force, each one adds less to the output of industry than 
does any of its predecessors.... All the earlier units 
[now] create surpluses over and above the standard set 
by the product of the final unit, and the sum total of 
these surpluses is the rent of the labor force. It is the 
aggregate of the differential gains resulting from the ap- 
plication, in connection with the fixed labor force, of the 
earlier increments of capital” (pp. 311, 312). ; 

(1) Can we concede the correctness of Professor Clark’s 
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view of the processes of industry? Can we admit the 
legitimacy of his method of demonstration ? 

(a) In the first place, Professor Clark seems to be in 
error in assuming that the principle of diminishing returns 
begins to operate from the very start in the movement 
towards increasing production. Thus he says: “ Put one 
man only on a square mile of prairie,* and he will get a 
rich return. Two laborers on the same ground will get 
less per man; and, if you enlarge the force to ten, the last 
man will perhaps get wages only” (p. 804). Can there 
be any doubt that here is at least a technical mistake ? 
Will not two men upon a square mile of good land pro- 
duce more than twice as much as one man, owing to the 
opportunities for combination and to the virtue of the 
division of labor? Will not four men produce more than 
twice as much as two, owing to the further extension of 
these principles?» Up to ten men to the square mile, and 
possibly even beyond this limit, will not an increase in the | 
cultivating force steadily enhance, not merely the total 
product, but the product per man? 

It may be said that this is merely a technical error; 
that, had Professor Clark taken for his unit, ¢.g., a “ quar- 
ter section,” or eighty or sixty acres, his description of the 
effects of increasing the amount of labor engaged upon 
the land would hold good. But is there in this matter 
merely a technical mistake? To assume a smaller unit of 
land would, indeed, avoid the contradiction to Professor 
Clark’s theory found in the fact that returns do not dimin- 
ish prior to such an occupation of the soil as gives each 
man a body of land just large enough for him to cultivate ; 
but how, upon Professor Clark’s theory, can we explain 
the fact that, up to that point, the per capita returns actu- 
ally inerease? That theory, so far as I can see, does not 
recognize the stage of increasing returns at all; yet that 


*Mr. Hobson uses this word in a sense not familiar to us. He says, 
‘“* Land below the margin of employment is waste or prairie ”’ (p. 267). 
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stage is as real as the subsequent stage of diminishing 
returns. Throughout most of the agricultural history of 
our own country it is the former, and not the latter, force 
which we have seen in action. 

(4) But, disregarding the earlier stages of the progress 
towards absolutely enlarged production, in which, it 
would appear, no one can question that there is a period 
of increasing per capita returns, how about the correctness 
of the view that capital and labor are, in their general 
course, subject to a law of diminishing returns? Professor 
Clark deems this proved by his illustration of the applica- 
tion, first, of an increasing body of capital to a fixed labor 
force ; and, afterwards, of an increasing body of labor to a 
fixed fund of capital. But is this method of demonstra- 
tion legitimate? It is, of course, easy to show that two 
men with one spade cannot cultivate twice as much land 
as one man with one spade; that three men with the same 
spade will cultivate far less than three times as much land 
as one; and that, when the fourth, the fifth, and the sixth 
man are successively brought in to use that much wronged 
implement, the product per man will be about that of the 
average city laborer on the streets. But why not let each 
man have a spade to himself, and then inquire whether 
the per capita product diminishes as the number of labor- 
ers increases? In discussing rent, it is true, we assume a 
fixed quantity of land, for the good reason that the quan- 
tity of land is fixed by nature, and cannot be increased ; 
while, in most countries, population has actually pressed 
upon the means of subsistence sufficiently to require cul- 
tivation to descend to lower grades of soil, often to 
very low grades of soil indeed. But, aside from the limit 
imposed upon human expansion by the chemical capabili- 
ties of the soil, there is no reason why capital should 
not go on increasing indefinitely. 

If, then, we are inquiring into the forces which distrib- 
ute the product of industry, why should we not assume 
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an increase of capital corresponding to any increase of 
labor which we may take for the purposes of discussion ? 
In all well-ordered communities, enjoying natural condi- 
tions which are reasonably favorable, capital actually does 
increase as fast as this. If it be so, why should we not 
hope to discover a great deal more of the truth of the 
matter by assigning to each laborer a spade, an axe, a 
hammer, a loom, or a fishing-rod, according to his avoca- 
tion, and then ask whether, aside from the effects of dimin- 
ishing returns in agriculture, due to the chemical limita- 
tions of the soil, an increase of labor (properly distrib- 
uted over all the avocations* practised in the community) 


will result in a diminishing or in a stationary or in an | 
/ 


increasing per capita product? 

Now, if it be true that capital and labor increasing to- 
gether and in due proportion do strongly tend towards 
an increasing return to each unit of labor and capital 


employed in production, what must we think of the method , 


of demonstration by which it is made to appear concern- 
ing each of those, separately, that, as it increases in amount, 
it does by its very nature come under a law of diminishing 
returns? How can it be that two forces, each of which, 
by the very nature of things, acts, as it progresses, at a 
diminishing rate, shall yet, by being compounded, produce 
results which not only do not diminish, but actually in- 
crease from term to term? 

On the point of the tendency of capital and labor, when 
increasing together, in due proportion,— as, in the natural 


* Here is seen the fallacy of Mr. Hobson’s illustration (p. 270) of a shop- 
keeper whose business has profitably employed two men, but who might have 
to take on a third man at a comparative disadvantage. Very well. But sup- 
pose an increase throughout the community of labor and capital to the extent 
of fifty per cent.,— three to two,— all other shops and all factories and farms 
and other industries sharing in the expansion, might not the shopkeeper in ques- 
tion find his business so enlarged as to make the services of the third man 
not less profitable to him than the services of either of his predecessors? “And 
would not a shop employing three men under a competent master be better 
organized and relatively more efficient than a shop with two assistants only ? 
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course of things, they do,— to produce continually larger 
and larger bodies of wealth, I entertain the strongest con- 
viction, which nothing in these two papers has in any de- 
gree shaken. To that progress, I believe, nothing in the 
nature of these agents themselves sets any limits. Mr. 
Henry George seems to me perfectly in the right in 
strongly insisting that, aside from the effects of driving 
cultivation down to inferior soils, increase of labor does, 
through the differentiation of functions, the localization 
of industry, the opportunities offered for the use of spe- 
cialized tools and machines, and the naturally resulting 
increase of capital, bring increase of productive power. 

I cannot regard the illustration offered by Mr. Hobson 
of the diminished fruitfulness of the work of a single 
laborer, protracted beyond certain limits which are fixed by 
his physiological aptitudes, as having the slightest effect 
to prove the proposition that “labor” is necessarily subject 
to a law of diminishing returns. It cannot be said that 
“labor” meets a diminishing return unless it is true that 
a larger amount of labor performed by a corresponding 
number of laborers is subject to that condition. 

It seems to me that what has defeated Professor Clark’s 
effort to reach a new law of distribution in the article 
under consideration is his uniting under a single title 
things which are essentially different, not only in popular 
estimation, but in their very nature. He starts out by 
declaring that wages and interest together constitute the 
entire product of industry.* In order to achieve such 
“ fierce abridgment” of the problem of distribution, he is 
obliged to group together both land and “made instru- 
ments” of production, the former of which is naturally 
limited in amount and quality, while the latter are sus- 
ceptible of practically illimitable multiplication and diver- 


* Except that which he terms “ pure profit”; i.e., the product of unbal- 
anced industrial forces, which come into existence and continue in existence 


“only while society is changing ”’ (p. 289). 
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sification. In the same way, he includes in “labor” both 
the services of the employed and the services of the em- 
ployer, and in “wages” the reward of both those classes 
of services indiscriminately. Now, if the view of the 
“Origin of Business Profits,” presented in this Jowrnal 
for October, 1887, contains any degree of economic truth, 
we have in Professor Clark’s labor and wages two classes 
of services having different industrial natures and two 
kinds of remuneration subject to different laws. The 
amount of effective business ability is not, indeed, like the 
amount of land, fixed by nature for all time; but at any 
given time, in any given community, not only is it then 
and there determined in amount, but that amount is dis- 
tinctly below the industrial needs of that community, if 
raised far above the savage state. Consequently, the 
fortunate possessors of that power of organizing and con- 
ducting with success considerable business enterprises, 


whether in agriculture, in manufacture, in commerce, or}, 


in transportation, are able to reap for themselves gains 
which popular usage denominates profits,— gains too large 
to be treated by the economist as not worthy of separate 
account; gains so large as to constitute the real gravamen 
of the discontent and anger of the working classes; gains 
which are not of the same nature as wages, and which 
cannot, without loss at once of public interest and scien- 
tific accuracy, be merged in the mass of wages. 

Dropping now all further allusions to business profits, 
let me say that the perusal of the articles of Mr. Hobson 
‘and Professor Clark has only strengthened my convic- 
tion that the doctrine of rent, the old-fashioned doctring 
of the rent of land, is the corner-stone of the theory of dis-\ 
tribution. Therefore, the extension of the term “rent” to | 
include wages and interest, and its use in such connections 
as “consumer’s rent” and “producer’s subjective rent,” / 
seem to me only calculated to confuse the public mind 
and to lessen the popular interest in political economy. 


Francis A. WALKER. 
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A CONTRIBUTION TO THE THEORY 
OF RAILWAY RATES. 


In the volume supplementary to his history of English 
railway experience, Professor Cohn has put forth an ex- 
planation of railway rates which has won wide acceptance, 
and which deserves, both for its ingenuity and for the 
deservedly high reputation of the author, a more careful 
examination than it seems yet to have received.* Briefly, 
the theory is that railway charges are fundamentally like 
taxes. All experience shows that railway rates are based, 
not on the cost of furnishing the service, but on what the 
purchasers can afford to pay. As with taxes, the funda- 
mental principle is that of Leistungsfahigkeit: the charge 
based on what the purchaser can afford to pay, and ought 
to pay. The problem, therefore, is at bottom one of 
ethics, involving those considerations of public policy and 
of right and wrong which recur in the discussions of 
proportional or progressive taxation. The need of con- 
sidering the means and the purchasing power of the pas- 
sengers and shippers forces itself on every railway 
manager, whether he will or no; and it supplies a strik- 
ing illustration of the indestructible link between ethics 
and economics. 

To illustrate by particulars. Cohn explains that the 
higher rates for first-class than for third-class passengers 
are not due to the more expensive accommodations of the 
former,— and here he is right beyond doubt, for the differ- 
ence in expense would account for only an insignificant 
part of the greater charge,—but to the fact that their 


*G. Cohn, Die englische Eisenbahnpolitik der letzten zehn Jahre. Leipzig, 
1883. pp. 65-84. 
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means are larger. They can afford to pay more; railway 
managers feel that in justice they ought to pay more; and 
they are charged higher fares. Cohn makes no detailed 
application of this ethical point of view to freight rates, 
and his tentative style leaves it somewhat uncertain how 
far he would carry the principle. Indeed, there is an obvi- 
ous difficulty here. It is true that freight charges are 
usually lower on cheap goods than on dear goods; but 
how are we to know that cheap goods—say, coal and 
ores — serve for the consumption of the poor? Cohn, 
however, expresses more than once his conviction that the 
fundamental question is the same,—one of justice and 
Leistungsfihigkeit. He cites, as a clear illustration, a 
provision of the German Constitution by which railroads 
are obliged, in times of scarcity, to carry food at low rates. 
Again, he notes that in regard to ordinary freight the 
means of the ultimate consumer are not easily ascertained : 
therefore, we have, in freight rates, only a rough and un- 
certain adaptation of the charge to his means, analogous 
to those common and unavoidable devices in taxation, by 
which we resort to some rough and more or less uncertain 
indication of the tax-payer’s means. It suffices for his 
general conclusions that the adjustment of passenger 
fares on the basis of the means of the passengers, and of 
freight rates according to what the goods will bear, have 
something in common. Both sets of discriminations have 
an ethical basis: they rest on a sense of justice which the 
railway manager cannot put aside. 

The conclusion finally deduced from this train of reason- 
ing is that public ownership of railways, or at least public 
regulation of rates, is imperative. In every case where 
we find the price of a set of services inevitably settled on 
grounds of right and wrong, no private person or corpora- 
tion can be safely intrusted with their administration. 
So delicate a process, involving necessarily an interference 
in distribution of a more or less arbitrary sort, must be in 
the hands of the State. 
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I have referred at some length to the speculations of the 
distinguished professor at Gittingen, because they are 
significant of a general trend of opinion among writers on 
railway topics, that the principles which apply to the ordi- 
nary phenomena of exchange do not help us in explaining 
the returns which a railway gets for its services. Some- 
times this rejection of the general theory of value is stated 
in so many words. Sometimes it is rather implied, in 
statements that railway rates are governed, not by cost of 
service, but by value of service; by what the traffic will 
bear; by cost to some extent and by other things to a 
greater extent. The object of the present paper is to 
examine some of the characteristics of railway rates, and 
more especially to enter on the inquiry suggested by Pro- 
fessor Cohn’s speculations, whether railway rates must 
really be explained on separate and peculiar grounds. 

The central point in such an inquiry is the bearing of 
cost of service on railway rates. We may begin, there- 
fore, with some consideration of the nature of a railway’s 
expenses. Analyzing these, the most striking peculiarity 
is the great proportion of the total which falls to return 
on capital sunk. The investment of fixed capital is very 
large, not only in itself, but in comparison to the business 
done. There is a tradition in England that the turn-over 
of a railway — that is, its gross receipts — must be at least 
ten per cent. of the capital invested, in order to make the 
enterprise profitable ; and in recent years the English roads 
have certainly not exceeded that proportion. Where the 
plant is less elaborate than in England, the gross receipts 
form a larger percentage of the investment. The roads of 
the State of Massachusetts have received in recent years in 
gross over twenty per cent. on the investment. But even 
at twenty per cent. the proportion of turn-over to capital 
is, in comparison with other industries, extraordinarily 
small. The consequence is that a very large proportion 
of the gross receipts must be devoted to the payment of a 
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return on capital at the usual rate. Return to capital thus 
forms by far the largest single item in the expenses of a 
railway. Operating expenses usually absorb from fifty to 
sixty per cent. of the gross receipts, leaving from forty to 
fifty per cent. for payments to capital. In the language 
of every-day life, we do not ordinarily speak of the whole 
of these payments as expenses: only the so-called “ fixed 
charges” come under that head. But, for the purposes of 
economic theory, dividends enter into expenses as much 
as interest on debt, in so far as the dividends yield only 
that return which in the long run is necessary to induce 
the investment of capital. If the profits on investments 
in railways have not proved unusually high, and if divi- 
dends and interest combined have not formed an excep- 
tionally large return on the capital sunk, we may say that 
the entire payments to capital form part of the expenses 
necessary for yielding the railway service. The evidence 
is strong that railways have not been, at least in England 
and the United States, on the whole exceptionally profit- ° 
able. Certainly, they have not yielded returns to the 
investors so much above those got in other directions 
that there is any substantial inaccuracy in the statement 
that the forty or fifty per cent. of gross receipts which 
goes to interest and dividends is part of their neces- 
sary expenses. So much must be paid in the long run 
if railroads are to be built by private individuals, or by 
governments with capital borrowed from private individ- 
uals. 

But this, the largest item in a railway’s outgo, has 
no influence on railway rates: so much is admitted by 
all careful writers, and by all railway managers. The 
grounds of the conclusion are not always stated in the 
same way. Very often it is said that the investment in 
a railway plant is irrevocable; the railway is there, and 
cannot be moved or turned to other use; it will continue 
to be run so long as it yields anything over operating 
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expenses, whether or not the excess brings the usual re- 
turn to the capital invested; this return, or the need of 
getting it, consequently does not affect rates. The rea- 
soning holds good for a given road or group of roads at 
any particular time. But, looking at railroad operations 
as a whole, it hardly gives a sufficient basis for the sweep- 
ing proposition that railway services are rendered quite 
without regard to profit on capital. In the long run, even 
after admitting everything that may be said of speculative 
building and indirect profits of projectors, railroads will 
not be built and run unless the capital sunk in them gets 
something like the return it may expect in other direc- 
tions. A road once built may be maintained and operated, 
even though it yields little or nothing on the capital sunk 
in it; but new roads will not be built or old ones extended 
under such conditions. Where we find the railway net 
steadily enlarging, new roads being built, and old ones 
adding branches, new tracks, and extensions, we may infer 
that the capital put into them expects to find and in the 
long run does find its account, and that rates are adjusted 
so as to yield to capital at least its ordinary return. Look- 
ing at the general range of rates as they develop in the 
long run, we cannot conclude, therefore, that return to 
capital may be dropped from the list of factors determin- 
ing them. 

But looking at any particular rate, at the charge on 
this or that item of traffic, we can reach the conclusion 
unreservedly ; and this is the sense, to my mind, in which 
it is true and important that return to capital is not a 
factor in determining rates. As to any particular item of 
traffic, the only question is whether it pays more than the 
cost of moving it. If it does, the traffic is advantageous 
to the railway, even though the excess over operating ex- 
penses is so small that, if the same proportion held on all 
traffic, very little would be earned towards interest and 
dividends. It is a commonplace in the discussions of rail- 
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way rates that different sorts of traffic contribute in very 
different degrees towards paying fixed charges and divi- 
dends. Some classes of traffic, of the sort that can be 
got only if the rates are low, contribute little: others, of 
the sort that will come even though rates be high, con- 
tribute much. In the rates on one article of freight as 
compared with those on another, or in passenger fares as 
compared with freight charges, the item of return to capi- 
tal is indifferent. Even though the traffic as a whole is 
mulcted enough to yield this return, the rate on any in- 
dividual part is settled without regard to it. 

Looking at the matter broadly, we have here commodi- 
ties produced, in part at least, at joint cost. For the ex- 
planation of the values of commodities produced under 
such conditions, the classic economists developed a theory 
which they applied chiefly to cases like wool and mutton, 
gas and coke, where practically the whole of the cost was 
incurred jointly for several commodities. But obviously 


it also applies, pro tanto, to cases where only part of the ° 


cost is joint. The conditions for its application exist in 
any industry in which there is a large plant, turning out, 
not one homogeneous commodity, but several commodities, 
subject to demand from different quarters with different 
degrees of intensity. Under such circumstances, while 
part of the cost is incurred separately for the individual 
commodities, a part is incurred jointly for all of them. 
The nature of the demand, then, has a permanent effect on 
their values. No one commodity, of course, will be sold 
for less than the separate cost incurred in regard to it. 
Wool will not be sold for less than the cost of shearing, 
nor mutton for less than the cost of dressing; and in 
railroad operations no traffic will be carried for less than 
the separate cost of moving it. We may assume, for con- 
venience in the present stage of the reasoning, that the 
several commodities in any one group — the several rail- 
way services in the group now under consideration — will 
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be sold at prices which will make up a total sufficient to 
yield ordinary returns on the capital embarked. There 
will remain then a gap between the prices which must be 
charged to get back the items of separate cost on each 
commodity, and the total price which must be charged to 
get a return on the whole outlay; this gap representing 
the elements of cost jointly incurred. To this joint cost, 
each commodity or service will contribute in proportion 
to the demand for it. It will contribute more and sell 
proportionately high if the demand does not need to be 
tempted by low prices, and will contribute less and sell 
proportionately low if a high price tends to choke off the 
demand. The familiar reasoning need not be further 
restated: we are concerned here not so much with the 
theory as with its application to the case in hand.* The 
labor which built the railway — or, to put the same thing 
in other words, the capital which is sunk in it— serves 
equally to aid in carrying on every item of traffic, and 
represents joint cost for the whole of it. The traffic, on 
the other hand, is of very various sorts, subject to demand 
from different quarters with varying degrees of intensity. 
It is, therefore, in accord with what we might expect from 
general theory that the different sorts of traffic contribute 
in very different proportions towards paying the fixed 
charges, or the return to capital,— the element in railway 
operations which represents joint cost. Traffic which will 
continue to come even at comparatively high rates will 
continue to be taxed high, and will contribute largely 
towards fixed charges. Traffic for which the demand is 
sensitive to price, and which can be got only at low rates, 
will contribute little. 

The most complete illustration of a plant which serves 
to yield various services at joint cost is in a canal or com- 


‘mon highway. Here the operating expenses are insignifi- 


*The best statement of the general reasoning is in Mill’s Principles of 
Political Economy, Book III. xvi. § 1. 
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cant, and interest on capital is almost the only current 
expense. We need not therefore be surprised to find that 
the canal and turnpike tolls of former days were not uni- 
form, but varied with the character of the traffic. Canal 
tolls, like railway charges in our own day, were lower on 
the bulky goods, which would be offered for transporta- 
tion only if rates were low, and higher on “ merchandise ” 
of greater value, which could bear a higher charge, and 
which railways had not yet diverted from the canals. 
Similarly, turnpike tolls, as Adam Smith tells us, were 
higher on carriages of luxury than on wagoners’ carts.* 

This application of the theory of joint cost has been ex- 
plained at what may seem to be tedious length, because I 
believe that the same principle can be applied much more 
widely, and can be made helpful for the understanding of 
the bearing on rates of all the items of railway cost. Not 
only the fixed capital of a railway, but a very large part, 
in fact much the largest part, of the operating expenses, 
represents outlay not separate for each item of traffic, but 
common to the whole of it or to great groups of it. 
Operating expenses also form joint cost, and necessitate 
an accommodation of rates to demand rather than to 
specific cost. To the further consideration of this exten- 
sion of the theory I now proceed, resuming for that pur- 
pose the analysis of the expenses of a railway under- 
taking. 

The operating expenses of a railway are usually divided, 
in the best arranged reports concerning English and 
American roads, into five parts: (1) maintenance of way ; 
(2) motive power; (3) maintenance of car equipment ; 


*See the foot-note to page 461. Examples of classified tolls on canals 
may be found in Ringwalt’s Development of Transportation Systems in the United 
States, p. 47, and in Chevalier’s Voies de Communication aux Etats-Unis, vol. i. 
p. 255. Compare Cohn’s Englische Eisenbahnpolitik, vol. i. p. 15; vol. ii. p. 475. 
In Sax’s Verkehrsmittel, vol. i. pp. 57-61, attention is called to the large pro- 
portion of plant in all transportation agencies, and to the element of joint cost 
in them. Here, as elsewhere in Sax’s discussion, the principle of joint cost is 
rather implied than explicitly worked out. 
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(4) conducting transportation ; (5) general expenses and 
taxes. In the appended note, the proportions borne by 
these items are given for some English and American 
railways.* It will be seen that by far the largest items 
are for motive power and for conducting transportation, 
each of which accounts for between twenty-five and thirty 
per cent. of the operating expenses. Next comes the item 
of maintenance of way; then, general expenses and taxes ; 
last, maintenance of cars, which indeed is often classed, 
with good reason, among the expenses of conducting 
transportation. 

But it is obvious that this analysis, interesting as it may 
be in showing the directions which a railway’s outgo 
takes, helps little for the particular inquiry now in hand. 
It helps little in determining how far the operating ex- 
penses are jointly incurred for all the traffic or for great 
groups of it, and how far they are incurred separately for 
separate items of the traffic. Some items, to be sure, are 
obviously in the nature of joint cost. Practically, all of 
what goes for maintenance of way is of that sort. The 
wear and tear of road-bed, bridges, track, fences, is chiefly 
the result of the disintegrating forces of nature, and goes 
on whether there be much traffic, little, or none at all. 
Such an item as the wearing away of rails is indeed partly 

*The figures given below are taken from the reports of the Union Pacific 
Railway and the Pennsylvania Railway (main line) for 1889, and of the London 
and Northwestern Railway for 1890. The figures state the percentage which 
the various classes of expenses bear to the total operating expenses. The class- 
ification of individual items is not the same for the three, though there is 
little difference between the Union Pacific and the Pennsylvania, except as to 
taxes. Between the English railway and the two American roads there are 
more important differences. But the figures are on a sufficiently uniform 
basis to serve for illustration of what is said in the text. 

Penn. R.R. U.P.R.R. L,&N.W. 


Maintenance of way, . . . . 18.6% 18.1% 17.6% 

Motive power,. . 26.6 33.1 26.2 

Maintenance of cars, . . . . 15.0 9.5 71 

Conducting transportation, . . 36.7 30.0 36.9 

General expenses, ..... 3.1* 12.0T 
* Not including taxes. + Including taxes. 
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the direct effect of the traffic; but it is impossible to ap- 
portion it in any measurable way to the particular items 
of traffic. For practical purposes, this item, like other ex- 
penditures for maintenance of way, is joint cost incurred 
for the traffic as a whole. The same holds good of the 
last set of expenditures, the general expenses for adminis- 
tration, insurance, legal expenses, and taxes (which, for 
the present purposes, we may consider to be “cost” as 
much as any other part of the railway’s outgo). They 
are independent of the volume of traffic, and may be 
classed as joint cost. These two items — maintenance of 
way and general expenses —alone form about one-third 
of the total operating expenses. But, looking at the items 
which make up the other two-thirds, we find a great mass 
of expenditures similarly incurred for the traffic as a 
whole. Under the head of conducting transportation, or, 
in the English phrase, traffic charges, we have the ex- 
penses for switchmen and yardmen, telegraph expenses, 
many station expenses: practically all of them serving for’ 
the traffic as a whole. Under the head of motive power 
we have a large item for repairs of locomotives, and under 
that of maintenance of cars a similar large item for repairs 
of cars; both of them, it is obvious, due chiefly to wear 
and tear from the traffic as a whole, and not assignable to 
any particular part of it. 

Professor Sax, in the chapter of his treatise on railways 
which discusses rates, has approached the problem from a 
point of view very close to that suggested in this paper, 
and has endeavored to ascertain how great a proportion of 
the expenses of a railway is independent of the volume 
of traffic. He distinguishes the “general” and the “spe- 
cial” costs; the former being of the expenses which must 
be incurred if the railway is to be operated at all, the 
latter those which depend more or less on the volume 
of traffic. He reaches, in the rough, the surprising result 
that the items of “ general” cost constitute one-half of the 
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operating expenses. But operating expenses themselves 
are only one-half of a railway’s outgo: the other half 
consists of return for capital sunk. Looking, therefore, 
at the whole of a railway’s expenses, Sax concludes that 
three-quarters are independent of the items of the traffic. 
In other words, by far the largest part of the cost of per- 
forming railway service is joint cost.* 

But this by no means states the full extent to which 
the principle applies. Sax includes among “special” 
costs every expense which is affected at all by the volume 
of the traffic. A large proportion of these more flexible 
expenses are not of a sort which can be split up and 
charged to any particular items or groups of traffic: they 
vary only with the volume of business as a whole, and not 
even in any fixed proportion as to that. Thus among 
Sax’s “special” costs are included switching and signal- 
ling expenses, all station expenses, water supply, tele- 
graph expenses, payments for damages, renewal and repair 
of rails. No doubt such expenses expand and shrink in 
some degree as the volume of traffic is greater or smaller; 
and, therefore, they may fairly be classed as of a less “ gen- 
eral” sort than those for maintenance of way and return 
to capital, which must be incurred in order that there 
shall be any traffic at all. Yet, clearly, they cannot be 
apportioned to the different parts of the traffic. Switch- 
ing and signalling expenses, for instance, tend to increase 
as traffic grows ; yet it is impossible to say that any given 
train or any given branch of the traffic entails any specific 
part of the expense. So as to renewal and repair of rails. 
Heavier and more frequent traffic pounds the rails to 
pieces somewhat more quickly; but it is practically im- 

*E. Sax, Die Hisenbahnen, Part 3, B, chap. ii. Practically the same pro- 
portion is pointed at by Kirkman (Railway Accounts, vol. i. p. 305), when he 
states that about three-fifths of operating expenses are incurred jointly for 
passengers and freight. It may fairly be inferred that most of the expendi- 


tures not assignable to one or the other of these great divisions are indispen- 
sable for conducting the traffic at all. 
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possible to say how much expense of the sort one train 
or a dozen trains entail. Figures are, indeed, sometimes 
given as to the average expense per train-mile for renewal 
and repair of rails. But, in calculating them, it is assumed, 
for example, that the greater speed of passenger trains 
offsets the greater weight of freight trains, and that a 
train-mile of either class can therefore be debited with the 
same share of this expense. The averages are purely fic- 
titious. In fact, these expenses serve for carrying on the 
traffic as a whole: they cannot be charged to one part 
more than another. They may be classed, for all prac- 
tical purposes, with those inflexible items which we have 
already found to constitute by far the larger portion of a 
railway’s outgo. They swell still more the list of items of 
joint cost. 

Even so, however, we have not stated fully the extent 
to which this peculiarity runs through a railway’s opera- 
tions. There are certain groups of traffic which entail 
separate and specific expenses for them alone; but there 
is again a large element of joint cost for the various ser- 
vices included within each group. The great groups are 
passenger and freight traffic. To each of these separately 
are chargeable certain expenses which, while not a large 
proportion of the railway’s total outgo, are yet consid- 
erable in themselves. To freight service alone must be 
charged, for instance, wages of freight train-men and en- 
gineers, fuel, repairs of freight cars and locomotives, loss 
and damage on freight, station expenses incurred solely 
for freight. If there were no freight traffic, these ex- 
penses would cease; and, if a particular train were taken 
off, so much expenditure for wages and fuel would cease. 
But, obviously, for the particular train there is a large 
element of joint cost. A train of thirty cars may contain 
an assortment of various kinds of freight, coal and lumber, 
silks and sugar, for all of which there is one joint cost of 
train-movement. Further, for at least a large part of the 
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freight expenses as a whole, the same principle can be 
applied. A good share of the station expenses and of 
expense for repairs of equipment is incurred for the 
traffic as a whole, and cannot be split up among the sepa- 
rate trains and tons that go to make it up. So in regard 
to passenger traffic. Most of the station expenses and of 
the expenses for repairs of cars and locomotives are in- 
curred for the passenger traffic as a whole. Others are 
partially separable. Suburban traffic and local traffic en- 
tail certain expenses of their own, and every train causes 
so much outgo for wages and fuel. But for the sub- 
urban traffic as a whole, again, many expenses are joint; 
and for any one train, which may contain through and 
local passengers, commuters and casuals, practically the 
entire expense is joint. 

Attempts have indeed been made at various times, both 
by railway managers and by writers on railway topics, to 
apportion the expenses, and assign to each item of traffic 
the sums which it costs. Thus it is a common practice to 
assign the expenditures for maintenance of way to pas- 
sengers and freight, respectively, in proportion to the 
train-mileage. The Interstate Commerce Commission has 
instructed the railroads of the United States, in their 
reports to it, to make an apportionment on this basis of 
their expenses for maintenance of way, and indeed for 
all items not separately chargeable to the one service or 
the other. Yet, surely, the division is purely arbitrary. 
These items of cost, in fact, are jointly incurred for both 
sorts of traffic; and I cannot share the hope entertained 
by the statistician of the Commission, Professor Henry 
C. Adams, that we shall ever reach a mode of apportion- 
ment that will lead to trustworthy results.* 


*See the first annual report on the Statistics of Railways in the United 
States, 1888, p. 19. In the days before the Interstate Commerce Act was passed 
the practice varied. Thus the Pennsylvania assigned one-third of the joint 
expenses to passenger, two-thirds to freight ; the Erie, two-fifths to passengers, 
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Again, Mr. Albert Fink has constructed an elaborate 
formula for ascertaining the cost of carrying freight 
per ton per mile. By this the cost of each of the 
great divisions of railway expenditures — maintenance of 
way, interest, station expenses, movement expenses — is 
separately calculated per ton-mile. The cost of main- 
tenance of way per ton-mile, for example, is reached by 
assigning to freight traffic that proportion of maintenance 
expense which freight train-mileage bears to total train- 
mileage, and then dividing by the number of ton-miles of 
freight moved. Other items are similarly split up, and 
thus we get a final figure of “cost” per ton-mile,— which 
represents no real thing whatsoever. No one knows better 
than its able and ingenious author that it does not in the 
least show that each ton costs so many cents to carry, in 
the sense that, if the ton were not there, so much expense 
would disappear. Such calculations have their uses. 
Their results for successive years help to make more clear, 
and specific the general tendency towards reduction in 
railway cost and rates. But the attempt to split up a 
railway’s expenses in this way obscures the real nature of 
its operations; and, as a basis for fixing or criticising rail- 
way rates, the averages are useless and indifferent alike 
for the railway manager and for the student of eco- 
nomics.* 


three-fifths to freight. Kirkman, Railway Accounts, vol. i. p. 314. In all 
eases the division is purely arbitrary, and, it is safe to say, is never thought of 
by any railway manager when considering at what rates he can afford to carry 
passengers or freight. 


* Mr, Fink’s formula is given in Ringwalt’s Transportation Systems, p. 259. 
Compare the interesting analysis of the expenses of the Louisville & Nash- 
ville Railroad in his Cost of Railroad Transportation (Louisville, 1875), where 
an endeavor is made to figure out the operating expenses per ton-mile and 
passenger-mile. A similar careful endeavor is made for the Illinois Central in 
Mr. L. P. Morehouse’s Concerning the Cost of Transportation by Railroads (New 
York, The Railroad Gazette, 1874). Mr. Morehouse goes so far as to divide 
the expense for maintenance of way into two parts, direct and indirect, the 
direct being those ‘due to the actual transportation” and the indirect those 
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The impossibility of reaching helpful results by inves- 
tigating the specific cost of any item of railway service 
is nowhere better illustrated than in the curious assump- 
tions of some European writers, who have tried to ascer- 
tain whether the fares for first-class and third-class pas- 
sengers are justly apportioned to the costs of carrying the 
two classes respectively. In one such investigation, it 
was assumed at the start that a first-class passenger cost 
twice as much as a third-class passenger; then that a pas- 
senger car cost twice as much to move as a freight car ; 
and, finally, that the difference in cost for different classes 
of freight and passengers corresponded to the differences in 
rates on them,—a veritable putting of the cart before the 
horse.* In another case, an English writer,} who wished 
similarly to ascertain the ratio of working expenses to 
gross receipts for first-class and third-class passengers re- 
spectively, began by apportioning the working expense to 
the different classes in proportion to the number of car- 
riages of each class. But obviously, so long as the dif- 
ferent carriages are always run together on the trains, 
this is a pure fiction. The case, in fact, is one typical of 
the impossibility of apportioning railway expenses. The 


** due to the general operation of the road.’’ His figures result in the following 
division of the maintenance expenses : — 


Direct. Indirect. 

Renewal of rails, . ...... 25 per cent. — per cent. 
Joints, spikes, frogs, switches, . . 7 _ 
6 6 
Labor on track, watchmen, . . . 21 21 
Repairs and watching of bridges, . 4 8 
Other items,. . ... 1 

OF 36 

100 per cent. 


I cannot help suspecting that this apportionment between the direct and 
indirect expenses rests largely on guesswork ; and I doubt greatly whether in 
practice the so-called direct share affects rates more than the indirect. 


* The calculation is quoted in Schreiben, Tarifwesen der Eisenbahnen, p. 50. 
t Quoted in Jeans’s Railway Problems, p. 265. 
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items which are separable—such as the more expensive 
fitting of the first-class carriages—are insignificant. 
Wages of train-men and engineer, the only considerable 
remnant of expenses which can under any circumstances 
be separated from “general” costs, are here incurred for 
all three classes of passengers together. It would be diffi- 
cult to find a more complete illustration of the applica- 
tion of the principle of joint cost.* 

We may sum up the result of the preceding discussion 
as follows. The greater part of railway expenses is en- 
tirely independent of the traffic: it must be incurred in 
order to do any business at all. Of the remaining smaller 
part of the expenses, a large proportion consists of items 
which vary with the volume of the traffic as a whole. 
The rest contains items which, while confined to certain 
great groups, are yet incurred jointly for the traffic within 
each group. When we look at any particular carload or 
ton of freight, any particular passenger or group of pas- 
sengers, we can find hardly an item of expense which is 
not incurred jointly for the entire traffic or for some large 
group of it. Meanwhile, as has already been noted, and 
as indeed is obvious, the services or commodities produced 
are not homogeneous: they are of very various sorts, and 
subject to demand from different quarters and with differ- 
ent degrees of intensiveness. Railways present on an 
enormous scale a case of the -production at joint cost of 
different commodities. 

The application of this conclusion is obvious, As with 


*The scope for the operation of the principle of joint cost evidently is 
wider as a railway’s traffic is more varied. It applies most widely to a great 
trunk line, whose traffic is in great volume and of heterogeneous character. 
On some of our Western roads, where one item —the through carriage of agri- 
cultural produce — forms a very large part of the total traffic, there is less 
play for its application. A road like the Reading, whose coal traffic is (or 
was) of preponderating importance, must get back from the coal tonnage 
some considerable contribution’ towards meeting the joint expenses. If a 
railway carried one commodity only, say coal, between two terminal points 
only, there would be no case at all for the principle. 
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all commodities produced at joint cost, demand has a 
permanent effect on values or prices (for the purposes of 
this investigation the terms may be used indiscriminately). 
We may continue to assume, as we did in discussing the 
mode in which return to capital affects railway rates, the 
conditions of free competition: that the total receipts of 
a railway will no more than repay the expenses,—return 
to capital being included among the expenses. Total 
receipts will then equal total cost. But that cost will be 
distributed among the different items of traffic according 
to the nature of the demand. Coal, lumber, ores, will be 
offered for transportation only if rates are so low that, if 
they were applied to the whole traffic, the enterprise 
would not pay. Nevertheless, if these articles yield any- 
thing over the separate expenses incurred for them alone, 
the road will take them, because the other expenses are 
incurred for the traffic as a whole, and will not cease if 
the heavy traffic is given up. Other goods, of greater 
value in proportion to bulk and weight, will be offered for 
transportation in much the same quantities, whether the 
rate be as low as on coal and ores, or a good deal higher ; 
and they will be charged rates which, if applied to the 
traffic as a whole, would yield very high profits for the 
enterprise. We do not usually think of the demand for 
the transportation of coal as small, or of that for the trans- 
portation of silks as large; but in the sense pertinent for 
this investigation—sensitiveness to change in prices— 
the demands are small and large respectively. A consid- 
erable coal traffic can be got only at low rates: a con- 
siderable traffic in dry-goods will come even at high rates. 
Their cost is mainly joint, and the services will be sold at 
rates determined by the nature of the demand. 

This seems to me to be the fundamental explanation 
of the classification of freight. All the early railroad 
tariffs were simple, and made little discrimination between 
different sorts of commodities. As time went on, experi- 
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ence forced on managers, whether in charge of public or 
of private railways, that adaptation of rates to demand 
which is the inevitable outcome of the peculiarities of the 
industry. In the early days of the Pennsylvania Railway, 
it was doubted whether the road could undertake to carry 
coal. It was argued that any freight which did not yield 
two cents per ton per mile must be carried at a loss. But 
a clear-headed officer pointed out that many general and 
constant expenses must be incurred, whether or not the 
coal was carried, and that the items which alone would 
be affected by the new coal business were comparatively 
small. The experiment was tried of carrying coal at what 
then seemed very low rates, and the traffic soon assumed 
large proportions.* In Germany, also, the early tariffs 
were simple; and the development of the system of clas- 
sification was slow and gradual. In recent years, an en- 
deavor has been made in the “car-space” or “natural” 
tariffs to return to the older and simpler way; and the 
virtual failure of the experiment supplies the latest illus- 
tration of the impossibility of fixing rates on the basis of 
the cost of the particular items of traffic. That tariff, first 
applied in Alsace-Lorraine, and afterwards extended to 
the adjoining parts of Germany, made a fixed charge for 
terminal expenses, and thereafter an equal charge per ton 
per mile on all goods. The reasoning was that dear goods 
cost no more to carry than cheap goods, and therefore 
should be charged no more. The vital mistake was the 
failure to perceive that neither dear goods nor cheap 
goods had, to any considerable extent, a separate cost of 


*See the passages quoted in Ringwalt’s Transportation Systems in the 
United States, p. 130. Coal traffic presents a case as little favorable to the 
application of the principle of joint cost as could be selected. Coal is carried 
in ears which are used ordinarily for no other traffic ; and roads like the Penn- 
sylvania carry the coal from the mines on trains which usually haul no other 
freight. All movement expenses and car-repair expenses are therefore charge- 
able separately and distinctly to the coal traffic. Yet even here the joint ex- 
penses so far outweigh that the key to the understanding of rates must be 
sought in the principle applicable to them. 
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their own. After a few years’ trial, the system was su- 
perseded by what was called a compromise tariff, but was 
virtually a classified tariff, in which demand, and not an 
assumed cost, became the prime factor in rate-making.* 

“Charging what the traffic will bear” is only a larger 

hrase for describing the general practice of which the 
classification of freight is a part. Wherever commodities 
are produced at joint cost, they are charged what the 
traffic will bear,— wool and mutton, beef and hides, silver 
and lead. We need not attempt to follow the principle 
to all of its applications,— to the rates on long-distance 
traffic as compared with short-distance traffic, to the 
rates on freight subject to competition as compared with 
non-competitive freight, to “back-loading” (a striking 
case of joint cost), to special and excursion rates in pas- 
senger traffic,— all of them cases in which the explanation 
of apparent anomalies lies in the fact that by far the greater 
part of the cost of rendering the service is incurred, not 
for the particular traffic in hand, but for the traffic as a 
whole. The fierceness of railway competition, due in part 
to the fact that the enormous plant is irrevocably com- 
mitted to that particular business, is increased by the 
same circumstance. On competitive business, as on all 
business, the separable cost is small. Most of the expense 
of doing it is incurred, in any event, in the course of carry- 
ing on the transportation as a whole; and a railway will 
not retire from the competitive business as long as it 
yields anything above the small fragment of expense di- 
rectly traceable to that particular traffic. 

There is one further aspect of the practice of charging 


*For the details, consult Ulrich’s Hisenbahntarifwesen, and more particu- 
larly the passage at pp. 283-287, where Ulrich, himself much averse to ‘‘ Werth- 
classifikation,”’ yet admits the need, in the present compromise system, of a 
further step towards classification in the rates on freight in less than carload 
lots. The new tariff is called a ‘‘ reform tariff,” and did introduce reform in 
the way of simplifying the classification ; but it is still a classified tariff,— that 
is, varies rates according to the nature of the demand. 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
{ 
| 
| 


THE THEORY OF RAILWAY RATES 457 


what the traffic will bear of which a word may be said. 
That obnoxious phrase is used to describe two distinct 
things; on the one hand, the adaptation of rates to de- 
mand which results from joint cost; on the other hand, the 
adaptation to demand which results from monopoly. Thus 
Professor Hadley remarks that ‘“ wherever there is an in- 
dustrial monopoly of any kind, there is a liability to dis- 
crimnations.”* For simplicity of reasoning, it has been 
assumed, in the preceding paragraphs, that a railroad’s 
business is carried on under the circumstances of free com- 
petition, and that therefore in the long run total cost de- 
termines total charges. But a railroad always has a 
monopoly as to some parts of its traffic; and, even where 
competition exists, it usually ends in combination of some 
sort, and in charges controlled only remotely and indirectly 
by competition. To the extent to which the element of 
monopoly enters, rates are again permanently affected by 
demand, or by what the traffic will bear. Any particular 
rate may be the result of the working of the two factors of * 
monopoly and joint cost. The general range of charges on 
local traffic, for instance, may be determined quite without 
regard to cost or competition on the monopoly principle 
of getting the largest net return. The apportionment of 
these charges among the rates for different goods and 
from different places must be affected by the circum- 
stances that all the transportation is produced, more or 
less, at joint cost. The traffic is charged what it will bear 
in two distinct senses. 

Returning now to the main thread of the discussion, we 
may note some conclusions of practical importance which 
follow from the principle of joint cost. Obviously, there 
are peculiar difficulties in saying what is a “fair” or 
“reasonable” price for a commodity produced at joint 
cost with others. The Interstate Commerce Act pre- 
scribes that all charges shall be “reasonable and just” ; 


* Railroad Transportation, p. 124. 
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and the Commission has been led by this provision, among 
others, to the slippery problem of directly fixing rates. If 
the government were to undertake to regulate the price 
at which pig iron or steel rails should be sold, the task 
would be difficult enough, but the guiding principle would 
be comparatively simple: let pig iron be sold for what it 
costs to make, “cost” including ordinary profits. But 
suppose it were attempted to fix the fair price for hides, 
horns, fat, rump, tenderloin? The complex conditions 
suggested by this question exist on a huge scale, in regard 
to railroad rates ; and this even in the simplest case, where 
the total return got by a railroad in all its traffic is as- 
sumed to be determined by the total cost. When we bear 
in mind the actual situation in the United States,— on the 
one hand, the extraordinary complexity of the business, 
the constant transfer and rearrangement of industry, and 
the corresponding shifting in the demand for transporta- 
tion; on the other hand, the monopoly element in a rail- 
road’s business, the extent to which many roads are in 
the position of rent-yielding natural agents, the enormous 
vested interests,— the difficulties of saying what are “rea- 
sonable” rates seem well-nigh insuperable. The Inter- 
state Commerce Commission, in its interpretation of the 
phrase, has wisely refrained from putting the test of rea- 
sonableness in any assumed cost of services, and in prac- 
tice has accepted the existing system of rate-making as on 
the whole reasonable. 
These considerations do not show, nor are they here 
presented with any intention of showing, that public regu- 
lation of rates is impolitic or impracticable. But they 
may help to make clear how delicate and difficult a task 
the regulation of rates must be; and they seem to me to 
show clearly that, of the anomalies in railroad rates which 
are the subject of most complaint, some at least would not 
disappear under the most extreme form of public regula- 
tion,— State ownership and management. Professor Had- 
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ley has suggested that a government which should under- 
take to run a railway on the principle of tolls — that is, 
on the principle of charging for the transportation services 
what they cost — must arrange its rates in such manner 
that “each item of business shall bear its share of the fixed 
charges.” * I would not speak otherwise than with high 
respect of Professor Hadley’s contributions to the litera- 
ture of railways; but in this case his conclusion, to my 
mind, does not follow. The general determination of rates 
on the principle of cost would make it by no means neces- 
sary that each item of traffic must pay its share or any 
share of the fixed charges. If a government tried to run 
its railways on such a plan, of apportioning the joint ex- 
penses equally among all classes and items of traflic, it 
would find that there was a large traffic, mainly of bulky 
goods and long-distance hauls, which its rates prevented 
it from getting; while yet it had incurred, whether this 
traffic came or not, by far the greater part of the expenses 
incident to it. The financial interest of the government’ 
would inevitably push. it to making rates on this elusive 
traffic low enough to attract it: the traffic would be 
charged what it would bear. It is the nature of the in- 
dustry which explains the fact, abundantly proved by 
experience, that government management does not lead 
to the disappearance of classification and apparent dis- 
crimination in rates. Further, it may be said that not 
only the financial exigencies of the enterprise, but the en- 
deavor best to utilize the railway plant and labor, would 
lead to some such result. A government managing a rail- 
way system may be expected to consider, not merely how 


* Railway Transportation, p. 250. But elsewhere, in speaking of the 
analogy of certain railway rates to the low price at which a manufacturer sells 
a by-product, Professor Hadley brings out clearly the principle of joint cost. 
Ibid., p. 113, note. See also his remarks in the paper on railway statistics in 
the Publications of the American Statistical Association, New Series, No. 6. In 
Wagner’s Finanzwissenschaft, 3d ed., pp. 291-296, substantially the same view 
is advanced as that of Professor Hadley, discussed in the text. 
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it is to get back the expenses incurred, but how it is to 
make the service most advantageous for the community at 
large. The best utilization of its service certainly could 
be secured only by charging on the slow-demand traffic 
the rates which would induce it to appear; while the 
expenses could be recouped only by charging on the other 
traffic the higher rates which it would bear. The prin- 
ciple of tolls, in sum, would no doubt lead a government 
system of railways to get back in the total income the 
total expenses incurred in rendering the services; but its 
own financial interests and the general interests of the 
community would lead it to refrain from distributing the 
fixed charges and other joint expenses among the various 
items of traffic on any rigid scheme. 

We may return now to the point at which we started, 
and consider again Professor Cohn’s speculations as to the 
characteristics of a railway’s operations. If the reasoning 
presented in the preceding pages is sound, obviously his 
conclusions are not tenable. If the true explanation of 
the apparent anomalies in the adjustment of railway rates 
is to be sought in the principle of joint cost, the ethical 
principle of Leistungsfahigkeit may be brushed aside, and 
the analogy to taxation disappears. The whole train of 
reasoning is doubtless but a phase of the general reaction 
in economics. The attempt to draw a sharp line of dis- 
tinction between ethics and economics has led to a coun- 
ter-disposition to bring in the ethical element at every 
possible point of contact with economic discussion, with 
results, in this case at least, that are not helpful for a true 
understanding of the phenomena. No doubt a railway, 
whether in the hands of a private corporation or of the 
State, might fix its rates, if it chose, on some basis of jus- 
tice. There is an industry, nowadays always in the hands 
of the State, in which some effects of public policy, as dis- 
tinct from mere business expediency, can be readily seen. 
This is the postal service, in which the rates on printed 


| | | 
{ 
if 
| 
| 


THE THEORY OF RAILWAY RATES 461 


matter, low as compared with those on written matter, 
are the result, in part at least, of general policy. No doubt 
the fact that the cost of carrying the printed and written 
matter is largely joint, helps in explaining the apparent 
anomaly; but the educational advantage of the commu- 
nity has been the main motive for the low postage on 
printed matter. The case is indeed one in which the 
motive is a general one of public ‘policy rather than an 
intention of lightening the burdens of the poor; but the 
motive is different, and the explanation of the varying 
prices different, from those which we should find in the 
usual phenomena of exchange. But with railway rates 
the case is different. I trust I have succeeded in show- 
ing that the main peculiarities in railway rates, those 
which have appeared under government management as 
well as under private management, are not to be ex- 
plained on a supposed basis of justice and right, by which 
the well-to-do are charged high, and the needy are left off 
easily. One might as well say that the prices of rump 
sterk‘and of tenderloin were fixed as a matter of mercy 
on the poor consumers of rump and of tax on the rich 
consumers of tenderloin, and argue thence that, since the 
delicate business of adjusting this apportionment could 
not be intrusted with safety to private persons, the State 
should take into its hands the business of cattle-raising. 
If the explanation of railway rates from Leistungsfihigkeit 
is untenable, the particular argument for government 
ownership which rests on it must also go; and to my 
mind the case for public management is not much weak- 
ened by the loss.* 

*Cohn refers to the tolls of the old turnpike companies as illustrations of 
his principle, and calls attention to a passage in the Wealth of Nations (Book 
V., chap. i. p. 326 of McCulloch’s edition) in which Adam Smith says: 
‘* When the toll upon carriages of luxury, upon h tchaises, etc., is 
made somewhat higher in proportion to their weight than upon carriages of 
necessary use, such as carts, wagons, etc., the indolence and vanity of the rich 


is made to contribute in a very easy manner to the relief of the poor by ren- 
dering cheaper the transportation of heavy goods to all the different parts of 
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No doubt it is often said in popular discussions — Pro- 
fessor Cohn takes pains to cite utterances of the sort — 
that it is “right” that expensive goods should pay high 
rates, and cheap goods low rates. But such phrases are 
only a part of the disposition, common among those un- 
trained in economic reasoning, to accept as right and just 
that which has worked itself out in the long run from 
the play of ordinary economic forces. They are like the 
phrases that fair wages and fair profits should be allowed, 
which at bottom mean nothing more than usual wages and 
usual profits. The true explanation of classification based 
on the value of the goods is simple enough: on goods that 
have high value for little bulk and weight, a given charge 
of so much per hundred weight will usually have much 
less effect in checking traffic than the same charge on 
goods of great bulk and low price. 

Sometimes, indeed, the common though not necessary 
connection between the value of the goods and the rates 
charged on them has led to statements that assume a more 
scientific form. Thus it has been laid down that the true 
principle governing railway rates is not cost of service, 
but “value of service.” A recent expression to this effect 


the country.”’ ‘‘ Here, then,’’ comments Cohn, “in Adam Smith, the greatest 
authority of orthodox economics, we find expression of the view, nowadays 
opposed as a ‘ new-fangled theory,’ that it is just to consider the means of the 
persons using a highway and to apportion amongst them on that basis the total 
expenses of the highway.’’ Englische Eisenbahnpolitik, p. 68. But the para- 
graph quoted by Cohn from Adam Smith is open to the same difficulty as 
Cohn’s own attempt to explain, on principles ‘of justice, low railroad freights 
on bulky goods: are not the bulky goods as likely to be used by the rich as 
by the poor? Elsewhere, however, Adam Smith notes the peculiarity of beef 
and hides, mutton and wool, as commodities having a joint cost. ‘The price 
of both great and small cattle which are fed on improved and cultivated land 
must be sufficient to pay the rent which the landlord and the profit which the 
farmer has reason to expect from improved and cultivated land. If it is not, 
they will soon cease to feed them. Whatever part of this price, therefore, is 
not paid by the wool and the hide must be paid by the carcass. The less there is 
paid for the one, the more there is paid for the other.”” Book IV. chap. viii. 
p. 294. In this passage, and in others of similar tenor (e.g., Book I. chap. xi. 
pp. 106, 108), Mill probably got the hints for his more elaborate discussion of 
the principle of joint cost. 


THE THEORY OF RAILWAY RATES 463 


is in Professor Seligman’s valuable articles on the Inter- 
state Commerce Act; and the Interstate Commerce Com- 
mission itself has frequently given emphasis to value of 
service as its test of the reasonableness of rates.* So far 
as the phrase is a convenient mode of stating to the 
general public the consequences which flow from the ele- 
ment of joint cost in railway services, and of calling at- 
tention to the inevitable effects of demand on rates, it 
may be useful. But surely it gives no real help towards} 
solving the difficulties of the problem. It cannot mean 
that rates are based on the value in use, or the intrinsic 
utility, of the service. On that ground, grain and coal 
presumably would be charged higher rates than silks and | 
spices. If it means that rates depend on the value of ser- | 
vice in the sense of its value in exchange, we are con- | 
fronted with the obvious difficulty that the rates are the 


value in exchange of the service. The explanation then | 


| 
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says simply that charges are determined by what is | 


charged; which does not much advance matters. = 


The explanation from joint cost, which is put et 
in this paper as the key to many of the apparent anoma- 


* Professor Seligman’s statement is in the Political Science Quarterly, vol. 
ii. p. 330, The ‘‘ value of service”? idea is not a new one: it appeared in 
some of the earliest discussions of railway rates. The most earnest appeal to 
it as the one explanation of railway rates is in La Gournerie’s Etudes sur I’ Ex- 
ploitation des Chemins de Fer, p. 117 and following. A characteristic passage 
from the Interstate Commerce Commission’s opinions is the following: ‘* The 
value of service is generally regarded as the most important factor in fixing 
rates. It furnishes, theoretically at least, a foundation for an equitable appor- 
tionment that takes into account all interests,— those of the carriers, the 
owners of the property carried, and the public,—as well as the dissimilarity of 
the merchandise. ... The value of service to a shipper, in a general sense, is 
the ability to reach a market and make his commodity a subject of commerce. 
In this sense, the service is more valuable to a man who transports a thousand 
miles than to a man who transports a hundred miles, so that distance is an 
element of the value of service. In a more definite and accurate sense, it con- 
sists in reaching a market at a profit, being in effect what the traffic will bear 
to be remunerative to the producer and dealer. If the charge for service 
leaves no profit to the shipper, the traffic is worthless, and necessarily ceases.’’ 
2 Interstate Commerce Commission Reports, 636. Compare similar passages in 
Ibid., 474, 545. Nothing could illustrate better the hopeless confusion to which 
the supposed principle leads. 
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lies in railway rates, is applicable not only to the great 
ona conspicuous case of railways, but to many other indus- 
trial operations. The practical importance of the theory 
of value which rests on production at joint cost, becomes 
greater and greater with the general tendency to use a 
large plant for varied purposes, and with that better utili- 
zation of products formerly waste which results from the 
advance in the arts. Cotton, cotton-seed oil, and cotton- 
seed cake; beet-sugar and beet-cake; the various articles 
into which coal-oil is converted ; silver and lead from lead 
ores,— these are familiar illustrations. Some other cases 
which, like railroad rates, have puzzled writers on eco- 
nomics, can be referred to the same principle. The prices 
charged to the play-goers for opera chairs, seats in the pit, 
and gallery standing-room have been discussed, as if they 
were quite anomalous, and inexplicable on the general 
theory of the bearing of cost on value. Similarly, the rel- 
ative prices of first-floor and fifth-floor apartments have 
proved puzzling. Obviously, the element of joint cost 
is largely present in these cases; and the principle helps 
to clear up such real difficulties and anomalies as they 
present.* 
» In conclusion, the reader may be reminded that this 
_/ paper makes no pretence of considering the problem of 
/ railway rates in all their bearings. To explain all the 
phenomena, or to say the last word on the subject, would 
/require a more exhaustive and difficult discussion. Other 
/ considerations than those which flow from the fact of joint 
cost must then receive their due weight. The enormous 
fixed capital and the consequent impossibility of retiring 
from the enterprise if it becomes unprofitable, the greater 
or less degree of monopoly, the wide gulf between railway 
managers and investors, sometimes leading to consequences 


*The cases last mentioned are referred to by Professor F. J. Neumann in 
Schénberg’s Handbuch der politischen Oekonomie, vol. i. pp. 230, 233 (1st ed.). 
The explanation suggested in the text does not seem to have occurred to this 
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of its own,— these and other elements are to be taken into 
account. The circumstance that the various services are 
rendered mainly at joint cost is only one of those in which 
railways differ from most industries. But it is one whose 
effects ramify into every part of a railway’s operations. 
When we discuss the effects of any one of the other dis- 
tinguishing features, such as the enormous and immobile 
plant, the working of competition, the effect of monopoly, 
we must bear in mind that there are always present the 
modifying effects of the principle of joint cost. .At the 
same time this important peculiarity of railway operations, 
like most of the differences which they present from the 
conditions of other industries, is a divergence in degree 
rather than in kind. It is extreme, but not anomalous. 
Railway rates need not be detached from the general phe- 
nomena of exchange and set apart as explicable only on 
grounds of their own; and the main object of the present 
paper is to make some contribution towards determining 
their proper place in the theory of value. 


F. W. Tauvssic. 
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CO-OPERATIVE INSURANCE AND ENDOW- 
MENT SCHEMES. 


Tue experiment in co-operation, which was begun in 1868 by 
the thirteen men who formed the nucleus of what is now the 
Ancient Order of United Workmen, has led not only to organ- 
izations of a magnitude not dreamed of, but to organizations 
of a sort not dreamed of. To enumerate the fraternal and 
other orders or societies, which have been formed after the 
fashion of the Ancient Order of United Workmen, for giving 
life insurance at low cost, would be well-nigh impossible. 
They have grown up in almost, if not quite, every State in the 
Union, and their united membership is many more than a mill- 
ion. Some of them admit to membership any candidates of 
good moral character who are personally acceptable to the 
order. Others, such as the Odd Fellows’ Mutual Relief Asso- 
ciations, limit the membership to persons of particular affilia- 
tions or particular trades or localities. Out of the co-operative 
death-benefit orders have grown the so-called co-operative 
endowment orders, and the bond and investment companies. 
The endowment orders and the bond companies have sprung 
up mainly in Maine, New Hampshire, Massachusetts, Virginia, 
and West Virginia. 

The first thing to impress one who makes a study of these 
three sorts of organizations is that none of them-even pretends 
to know what it can do for its members. Each organization 
points to some other, and says: “See what these people have 
done! What has been done once can be done again.” The 
endowment orders and the bond companies cite the experience 
of the death-benefit orders, who, in turn, cite the experience 
of insurance companies. Since experience is evidence only so 
far as conditions are similar, a right view of the claims of 
these organizations is possible only when we have a right view 
of the principles of insurance. It is worth while, then, to look 
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for a few moments at the method of determining insurance 
premiums. 

It is plain at the outset that the principles applicable to life 
insurance are different from those applicable to fire and marine 
insurance. In fire and marine insurance the risk is compara- 
tively constant, in life insurance it is daily increasing. After 
a certain age, the probability of death increases with each 
year, and the risk assumed by the insurer becomes greater. 

Since life-insurance premiums include a contribution for ex- 
penses, called “loading,” which is subject to no general ascer- 
tainable laws, we are at first concerned with but a part of the 
premiums,— the contribution for insurance proper. If, as the 
American experience of mortality would indicate, of 84,000 
persons living at the age of thirty-two, 723 will die in one year, 
the cost of insuring one person at the age of thirty-two for 
one year for $1,000 will be $723,000 (the amount of the death 
claims) divided by 84,000 (the number of persons insured), or 
$8.61. If, however, the premium is paid at the beginning of 
the year, and the death claims are assumed to be paid at the end 
of the year, the premium will be a sum which, invested for one 
year, will yield $8.61, or, at 4 per cent. interest, $8.28. This 
cost of insurance must increase year by year, for the death- 
rate is constantly increasing. In the second year of insurance 
—i.¢c., between the ages of thirty-three and thirty-four — the 
deaths of the original 84,000 policy-holders will be 726, and the 
death-claims will be $726,000. If the original 84,000 policy- 
holders were, at the age of thirty-two, to procure paid-up poli- 
cies for two years, they must pay a sum which shall in one 
year yield $723,000, or, as we have seen, $8.28 each, and, in 
addition, a sum which shall in two years yield $726,000, or 
$7.99 each. In the third year the deaths will be 729; and the 
sum which will yield $729,000 in three years is $7.72 from 
each. The cost of a paid-up policy for three years would thus 
be the sum of $8.28, $7.99, and $7.72, the reduction in the 
amount for each year being due to increased interest earnings 
and in spite of an increasing death-rate. The cost of a paid- 
up policy for life would be ascertained, upon the same prin- 
ciple, by adding together the amounts which, if paid at the 
age of thirty-two by all the persons insured, would yield by 
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the end of each year the sum which would pay the death- 
claims becoming due each year, or $308.71. 

Comparatively few men, however, care, or indeed have suf- 
ficient means, to purchase paid-up policies for such large 
amounts as they wish to carry. Most insurance is obtained 
by the payment of periodical premiums. As in calculating the 
cost of insurance one must consider the probability of death in 
each year, so in calculating the annual premium which will 
equal a single payment of $308.71 one must take into account 
the probability that the policy-holder will be alive to make his 
payment. Since the first annual premium is to be paid at the 
time that the policy is taken, 84,000 annual premiums will be 
the first payment. Since the second payment is not to be 
made until the end of the first year, and since 723 persons will 
die in the year, the value of the second payment is but 83,- 
277 premiums. Moreover, if interest is at 4 per cent., the 
present value of the premiums is but 96.15 per cent. of 
their amount. The present worth of the third and of every 
subsequent premium may be ascertained in a similar manner; 
i.e., the present worth so far as determined by the probability 
that the policy-holder will be alive to make the payment, mul- 
tiplied by the present worth so far as determined by loss of 
interest. The annual premium will thus be a sum which, paid 
for life, will equal in value the single premium determined by 
the method previously explained. The net annual premium 
at the age of thirty-two will be $17.18. 

Since the actual cost of insurance, aside from interest earn- 
ings, for the first year is but $8.61, it is evident that much of 
the first premium of $17.18 is applicable to a reserve fund. 
Since the death-claims increase in number in the later years, 
owing to a higher death-rate, the annual payments, if uniform 
for life, must exceed the cost of insurance in the earlier years. 
Each year the amount of the premium which is applicable to 
the reserve fund is smaller than in the preceding year, and in 
. the later years the premium paid is actually less than the 
cost. If, however, the death-rate corresponds to that upon 
which the premiums were based, the reserve fund just suffices 
to pay every death-claim at maturity. 

Since there is always some reserve belonging to the policy of 
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every living policy-holder, the question has arisen, What shall 
be done with the reserve belonging to the policies of those 
who fail to pay their premiums? The various answers to this 
question give rise to the several systems of insurance known 
as the “tontine” and the “ non-forfeitable policy,” and that in 
which the stockholders get the benefit of lapses. When one 
realizes that the part of the annual premium which is applica- 
ble to the reserve fund is paid for future insurance alone,— 
i.é., insurance which the policy-holder does not receive, if his 
policy terminates when he fails to pay his premium,— it is 
plain that the reserve ought in some way to be applied to his 
sole benefit, and cannot in strict justice be divided among the 
policy-holders, as under the tontine system, nor among the 
stockholders, as in the pure stock companies. It is not true, 
moreover, that the withdrawal of any policy-holder is an in- 
jury to those who remain,— unless, indeed, the number insured 
is so small that the death-rate is by the withdrawal raised 
above the average; for, whether the numbers be few or many, 
the premiums of each year added to the reserve from previous 
years will pay every policy at the death of the holder. The 
most enlightened opinion seems to favor the system of grant- 
ing to those policy-holders who fail to pay their premiums so 
much paid up insurance for life as the sum on deposit with the 
company will procure. This is perfect justice. Many com- 
panies give the holder the option of drawing the present cash 
value of his deposit (less a surrender charge); and some State 
laws require that the option be given. Since, too, the insur- 
ance companies can afford to give full cash value (less ex- 
penses) for surrendered policies,— though they cannot be fairly 
asked to do so, since insurance is their business,—it is true 
that they can stop business at any time without failure to meet 
any liability. It is equally true, of course, that a company 
can continue old policies and meet every liability at maturity, 
even though no new business of any sort is taken. 


The methods of the co-operative death-benefit orders and 
associations are of the simplest possible nature. The members 
of an order—or association — pledge themselves to contrib- 
ute towards a benefit for the wife, children, or other beneficia- 
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ries of deceased members a specified sum of money. If, how- 
ever, the members are so many that one assessment upon each 
member yields more than a fixed amount the balance of the 
assessment remains in the treasury of the order and is applied 
towards the payment of succeeding death-claims. Expenses 
are generally provided for by a per capita tax, and by profits 
realized from the sale of supplies to branch lodges. Some 
orders provide additional benefits in case of sickness. 

Since assessments are called only to meet accruing liabili- 
ties,— i.e, to meet the actual cost of insurance month by 
month,—no estimates of any sort are necessary. The pay- 
ments are made for actual happenings, and not for estimated 
happenings. Manifestly, however, the system is in one respect 
so simple as to work injustice. If A, who joins the order at 
the age of forty-four, pays no greater sum on each assessment 
than B, who joins at twenty-five, the probability is that the 
cost of B’s insurance will have been, at his death, one and one- 
half times the cost of A’s, at A’s death ; for the expectation of 
life at twenty-five is one and one-half times that at forty-four. 
The inequality arising from uniform assessments has therefore 
given rise to graduated scales, though many orders still main- 
tain uniformity. 

Assessment insurance —and it may perhaps best be men- 
tioned here that assessment insurance is offered by a few 
purely business companies in competition with the co-operative 
assessment orders—seems to have the advantage over 
premium insurance that, if the death-rate is below the average, 
the policy-holders get the benefit through a reduction in the 
number of assessments. This gain, however, is not peculiar to 
assessment insurance ; for the purely mutual companies divide 
- the gain among their policy-holders. 

The most obvious difference between assessment orders and 
premium companies is in their attitudes towards reserve funds. 
The assessment orders do not seek a level rate of annual con- 
tributions. They ask their members to pay in each year just 
what the insurance in each year costs. They have found that 
the death-rate of insurance companies and in fraternal orders 
is about 10 in 1,000, and they reason that therefore $10 can 
insure $1,000 one year. The assessment orders may be said 
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to have sprung out of protest against life insurance premiums 
of from $20 to $50,— seemingly from $10 to $40 in excess of 
the cost. Many of the orders seem to look upon reserve 
funds as gratuities from policy-holders to stockholders or to 
officers. They point to the expensive buildings erected by 
rich premium companies, and seem to wish people to believe 
that the buildings are of no benefit to policy-holders. They 
seem unaware of the fact that the reserve fund is all paid 
ultimately to policy-holders, and that no better investment 
can be made of it by the companies than in costly buildings. 
It would be possible for any insurance company to abandon 
the reserve fund without loss or gain to itself or to policy- 
holders. Since the purpose of the reserve fund is to equalize 
payments for life, and to prevent the necessity of increasing 
the premiums with each year of life,—thus making them 
heaviest when the policy-holder would be least able to bear 
them,—a scale of increasing premiums would obviate all ne- 
cessity for a reserve. 

The difference between assessment orders and premium 
companies is, however, more fundamental than this. The 
orders deny the necessity for either a reserve fund or increas- 
ing premiums. They hope to keep the cost of insurance for 
every year down at the level of the early years: they strive 
to bring in so many new members each year that, though the 
death-rate among the members of long standing is increasing, 
the death-rate of the whole body shall be kept down by the 
low rate among the newer members. It is true that as long 
as the death-rate can be kept down at 10 in 1,000, so long will 
payments of $10 for every $1,000 of insurance meet all liabil- 
ities. 

This risk of ability to increase the number of policies 
rapidly, year after year, the premium companies are unwilling 
to take: they ask each policy-holder to pay as premiums a 
sum which shall insure his individual life; and they know that, 
whether the number of their policies increases or decreases, 
their assets will meet their liabilities at maturity, unless, 
indeed, some calamity, such as may happen in any business, 
destroys some of the assets. But the risk of ability to in- 
crease membership the assessment organizations deliberately 
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assume. They desire many members, in order that there may 
be many to contribute towards the payment of death-claims ; 
but they see that new members —i.e., new resources — bring 
new liabilities in the same proportion. If, therefore, the cost 
of insurance is to be kept low, the new liabilities of each year 
must be met by new resources, which, in turn, bring new 
liabilities for succeeding years. The first cessation of growth 
will bring a rapid rise in the cost of insurance; for the liabil- 
ities incurred in previous years will go on increasing,— be- 
cause of increasing death-rate,— but must be met by resources 
less rapidly growing. 

It seems at first sight as if this increasing cost were not a 
serious matter, for after a man has had very cheap insurance 
for several years he can afford to bear an increased cost. If, 
however, the membership of an order declines,—i.e., if more 
die in each year than are added,— the rise in cost will much 
more than counterbalance the original saving. Though all, 
on joining an order, pledge themselves for the benefit of each 
other, those who die early pay nothing for the benefit of those 
who survive them. If no new members are added, the old 
members who have contributed for the beneficiaries of those 
who have died must now contribute all that is contributed for 
their own beneficiaries. In the premium companies, on the 
other hand, each policy-holder, as we have seen, pays each 
year an extra sum proportioned to the improbability of his 
living and making the later payments; and the contributions 
for this purpose of those who die early are available to reduce 
the cost — which would otherwise be excessive — for those who 
die late. 

That the fraternal orders recognize the necessity for in- 
creased membership is shown by the frequency of their appeals 
to members to be active in securing new members. The 
Supreme Secretary of the United Order of the Pilgrim 
Fathers, in a report for 1890, said :— 


In 1884 our gain was not equal to the occasion, and we felt its effects 
in 1885. We made the proper gain in 1887 and 1888, and we held the 
assessments to an average of ten and a fraction each year for five years. 
In these years our gain was from 20 to 23 per cent., and our assessments 
ran in a parallel ratio. In 1889 our proper gain should have been 2,335, 
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or 23 per cent. It was 1,643, or 17 per cent. The effects of this reduc- 
tion were not appreciably felt in 1889, but will be felt in 1890 and after 
years. ... The cause can be removed and recovery follow, and two words 
comprise the remedy,—‘“‘individual effort.’?...I have thus noted 
where we fell short and advised a sure remedy; but there is another ex- 
treme, and there lies something to be avoided. A too rapid growth in 
any one year adds to the necessity for a greater growth in every coming 
year. We want in 1890 a net increase of twenty-six hundred members. 
Less than that will be a source of danger: largely in excess of that will 
do us no good, but will work a positive injury and greatly add to the 
necessities of the future.* 


No one can say whether the assessment insurance organiza- 
tions can by the growth of membership so far keep down their 
death-rates as to furnish insurance ultimately cheaper than the 
estimates of the premium companies. In the past they have 
not kept the cost from rising. The table below will show 
what their experience has been. Since the number of assess- 
ments, the amount of the assessments per capita, and the 
death-rate are all indicative of the same thing, we can use 
whichever set of figures is most readily obtainable from official 
sources :— 


Knights 
Ancient Order and Ladies Home American 
of United Royal of Honor. Circle. Legion 
Workmen. Arcanum. Cost, Age Number of of Honor. 
Death-rate.t Death-rate.t 35-40.§ Assessments.|| Death-rate.% 
1880 79 4.3 $8.55 0 1.6 
1882 8.2 6.4 9.90 3 6.5 
1884 7.8 6.8 9.00 10 9.1 
1886 8.9 7.4 10.80 11 9.9 
1888 9.7 hi 10.80 15 13.1 
1890 8.3 11.25 13.1 


These five organizations have been chosen because in num- 
bers and in membership they represent different conditions. 

It is not safe to say, because the orders never have gained 
in numbers sufficiently to keep down the cost, that they never 
will; but it is safe to say, since new fraternities are contin- 
ually coming into the field and entering into competition for 
new members, that they are not likely to be able ultimately to 


* Report of the Supreme Secretary, April 2, 1890, p. 16. 
t Proceedings of the Supreme Lodge, 1889, p. 58. 


t Oficiai Circular of August 1, 1890, p. 13; and Massachusetts Insurance Re- 
port, 1890, IL., viii. 


§ Deputies’ Statistical Chart, No. 2, p. 3. 
|| Circular of 1890, p. 8. 


{ Circular of 1891, p. 3. 
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furnish insurance much cheaper than the premium companies, 
except, of course, so far as they make a saving in expenses. 
If they succeed in furnishing much cheaper insurance, it will 
be by continuing business to the end of the world, always in- 
creasing in numbers, and because the increasing numbers have 
made it possible to anticipate the great gain which will come 
at the end of the world from the volume of escaped liabilities. 

In the direction of expenses, however, vast opportunities are 
open for fraternal orders. They can greatly reduce the “load- 
ing” of premiums,—the contributions for expenses. Even 
here there are not so great possibilities as the orders seem to 
believe. One of their favorite points of attack upon life com- 
panies is the salaries of presidents. Nor is the fact strange. 
It is almost impossible for a man who can earn at the utmost 
but six or seven hundred dollars a year to conceive that any 
man can earn for his employer fifty, twenty, or even ten thou- 
sand a year. He cannot realize the value of great business 
ability in economizing forces, discovering good investments, 
and detecting unsafe enterprises. If such prejudices can be 
overcome, the possibilities of cheap insurance are great, and 
that, too, without resort to any scheme which trusts to in- 
creased membership and perpetual corporate existence for suc- 
cess. The total disbursements of all premium life insurance 
companies doing business in Massachusetts in 1890 were $123,- 
200,000, of which $38,300,000 was of the nature of expenses 
and $84,500,000 was paid in one way or another to policy- 
holders.* The amount paid otherwise than to policy-holders 
was thus 45 per cent. of the amount paid to policy-holders. 
The expenses of the Supreme Council of the American Legion 
of Honor, a large fraternal death-benefit order, were in two 
years $94,000, and its disbursements to members were more 
than $5,000,000. The percentage of expense to benefits is 
thus less than two; but, since the Supreme Council does not 
bear all of the expenses,— though it receives and pays all ben- 
efit funds,— the ratio is not a fair representation of the actual 


* Report of Insurance Commissioner of Massachusetts, 1891, Part I1., pp. xxii. 
and xxiii. 


+ Proceedings of Supreme Council, 1889, pp. 28, 31, and 159. 
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cost. Even if it were quadrupled or taken tenfold, however, 
it would still teach something of the possible savings from co- 
operation. All commissions to agents—a very large item — 
and many clerical expenses could be saved ; for every member 
is an agent, and the oflicers of subordinate lodges can do much 
of the work for which any business company now sustains a 
corps of clerks. 


The endowment orders claim fellowship with the death- 
benefit orders; but, although many endowment orders were 
instituted by prominent members of death-benefit orders, the 
National Fraternal Congress, 2 conference of delegates from 
death-benefit orders, has year after year refused to indorse 
the endowment plan. In 1890 the constitution of the Con- 
gress was amended so as to read: “No Fraternal Society, 
Order, or Association, shall be entitled to representation in 
this Congress unless... the purposes are confined to visita- 
tion of the sick, relief of distress, burial of the dead, protec- 
tion of widows and orphans, education of the orphan, payment 
of benefit for temporary or physical disability or death... . 
We repudiate the speculative Societies, whose brief aim is to 
pay sums of money to members during life, without regard 
to distress or physical disability ; and declare that the aims of 
exch Societies are entirely opposed to the principles upon 
which the Fraternal Beneficiary Societies are founded.” * 
Since both systems aim at ultimately giving every member 
whose claim is paid much more than he contributed, and since 
both systems will be able to do this only if they keep on grow- 
ing until the end of the world and thus avoid the necessity of 
paying the multitudes who will then be members, the claim to 
fellowship is not wholly groundless. 

The endowment orders generally promise to pay a specified 
sum of money at a specified time, provided that one assess- 
ment upon the members will yield that sum: otherwise the 
sum to be paid does not exceed one assessment.t Since the 
payment of endowments is met by levying so many assess- 
ments as may be necessary, the system resembles the death- 


* Journal of Proceedings, 1890, pp. 56 and 57, 
t For extracts from a typical constitution, see Appendix A, p. 487. 
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benefit system. Indeed, as if the systems were in every 
respect similar, the endowment orders cite the amounts paid 
by deceased members of death-benefit orders as proof of the 
cost of endowments. If, it is said, the death-benefit orders 
have paid the families of all deceased members $1,000 for 
$100 after an average membership of five years, it is proof 
that endowment orders can pay $1,000 in endowments in five 
years at about the same cost. It does not seem to occur to 
those who advance this argument that those who lived longer 
than five years have paid the insurance of those who died, and 
that, if all claims had matured in five years,— as those of five- 
year endowment orders will,—the orders would have gone 
into utterly disgraceful bankruptcy. 

The endowment orders have three sources of income besides 
taxes and assessments for expenses. The first is “lapses.” 
Many who join the orders and pay a few assessments fail to 
meet further calls: what they have paid to the orders is for- 
feited, and is applied to the payment of maturing certificates. 
Upon the justice of such a plan little can be said. If a man 
is so careless that he neglects to pay his assessments, it may 
be right that he should lose all that he has paid; but whether 
inability, temporary or otherwise, should work such severe for- 
feiture is a more serious question. Some orders, believing that 
forfeiture is too severe, have established a cash surrender value 
for certificates which have been in force a reasonable length of 
time. Such payment, however, withdraws a large part of the 
gain arising from lapses, and by so much reduces the strength 
of the argument that lapses contribute to the immense gains 
realized upon endowment certificates. Even those orders 
which refund nothing can realize but little profit from lapses. 
The lapses in three of the largest five-year orders of Massa- 
chusetts in 1890 averaged less than 7 per cent.-of the total 
membership at the end of the year.* In the three largest 
seven-year orders the average lapse-rate was 64 per cent. No 
one-year orders had been in existence a year on Dec. 31, 1890; 
but for such time as they had been in existence the lapse-rate 
in the seven largest orders averaged 2 per cent. Moreover, 


* Reports of the orders to the Insurance Commissioner of Massachusetts. 
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since the lapses occur chiefly in the earlier months of member- 
ship,— when the member has little to lose,— the gain arising 
from lapses is not fairly indicated by the lapse-rate. Since, 
too, most of the orders are young and have practically none 
but new members, the lapse-rate is probably above the normal. 
In the order of the Iron Hall, the oldest and largest order,— 
organized in 1881, and which may be said to have settled down 
to a normal condition,—the lapse-rate in 1890 was 53 per 
cent.* The same rate for seven years—the term of maturity 
— would mean that 38 per cent. of all who join would forfeit 
something by withdrawal. If one-half of the lapses, or 19 per 
cent., occurred in the first year, 8 per vent. in the second, 7 per 
cent. in the third, 4 per cent. in the fourth, 3 per cent. in the 
fifth, 2 per cent. in the sixth, and 1 per cent. in the seventh,— 
which seems not an unreasonable distribution,— the benefit to 
the order will be as if 15 per cent. of all the members, after 
paying all of the assessments, lost their claims to endowments. 
The gain from lapses would then be 15 per cent. 

Another item of resource for the orders is interest. They 
pay benefits in case of sickness, with the understanding that 
the amount of benefits paid shall be deducted from the face of 
the endowment certificate at maturity; and most of the orders 
charge 6 per cent. interest on these advances. In addition, 
most of the orders establish a reserve fund for the ultimate 
payment of endowments, and invest this fund in securities. 
The interest arising from these investments must be added to 
their resources. 

In this connection, too, it may be well to say that there is 
little ground for the popular impression that the Massachu- 
setts law grants special protection to the holders of certificates 
which mature in the distant future. The law provides that 
whatever reserve the orders keep shall be deposited with the 
State Treasurer. No law requires that the orders shall keep 
any reserve. They can at any time withdraw the reserve and 
apply it towards the payment of any endowment certificates. 
Some orders have accumulated and disposed of large reserves, 
and will probably continue to accumulate and disburse reserve 


* Report of the order to the Insurance Commissioner of Massachusetts. 
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funds as fast as certificates mature. With the exception of 
provision for expenses and death-benefits,— and some orders 
pay death-benefits,— the law allows assessments only under 
two conditions: for sick-benefits, with an additional sum of 
like amount or less for the reserve fund; and, within three 
months of the maturity of certificates, so much as may be nec- 
essary for their payment,—all of which may be deposited in 
the reserve fund.* It is thus plain that the amount that any 
order can levy for its reserve fund, previous to three months 
from the maturity of its next certificate, is limited by its sick- 
benefit claims. It cannot, then, often accumulate a heavy 
reserve; and, unless it is willing to levy heavy assessments 
within three months of the maturity of certificates, it may be 
obliged to use its reserve fund almost as fast as it is accumn- - 
lated. 

The third source of profit to the orders is new membership. 
It is obvious that, if twenty men are assessed in order that en- 
dowments of $1,000 may be paid to ten of their own number, 
the cost of the endowments to those who receive them will be 
but $500, since $500 from each of twenty men will yield $10,- 
000. Upon the ability of the endowment orders to increase 
their membership without end depends largely their ability 
to furnish cheap endowments. They see in the present and 
future population of the world potentially assessable members ; 
and, though they see that new members bring increased liabil- 
ities, they look far down the ages and see in the last day an 
escape from all outstanding liabilities. Since none will care 
for his endowment at the last day, the last certificates need 
never be provided for, and the savings so made may be so far 
anticipated as to give cheap endowments now. 

The competition for membership is so strong that there is 
even more doubt of the ability of the endowment orders to 
keep the increase up at the required rate than there is of the 
ability of the death-benetit orders. Between January 1 and 
December 31, 1890, thirty-four endowment orders began busi- 
ness under Massachusetts charters; and yet the legislature 
had forbidden the issue of new charters after May 28.f Since 

* Chap. 429, Acts of 1888, as amended by Chap. 341, Acts of 1890. 


+ For list, membership, etc., see Massachusetts Insurance Commissioner’s 
Report, 1891, Part Il., p. Ixiv. 


j 
} 


CO-OPERATIVE INSURANCE 479 


the orders are co-operative, there might seem to be little in- 
ducement for any one to take the initiative in organizing a new 
order; but the inducements are by no means small. In the 
first place, the first endowments may be paid at very small 
cost to the recipients; and the organizers will of course take 
the first certificates. In the second place, the members of the 
orders, expecting to get large returns for small investments, 
are willing to pay heavy per capita taxes or special assess- 
ments for expenses; and these expenses consist largely of sal- 
aries of officers and clerks, many of whom, if one may judge 
from the general air of laziness which prevails in many of the 
offices, are superfluous. A few moments spent in the office of 
some orders almost lead one to believe that the raison @étre 
of these orders is the incapacity of their officers for other 
work. When we find, too, that thirteen of the leading Massa- 
chusetts orders, with an aggregate membership of 119,000, 
paid as fees to agents for the organization of new lodges in 
1890 $276,000,* we see that the possibility of having for one’s 
self and one’s friends the control over the expense fund of an 
order — even though that control be honestly and legitimately 
exercised —is likely to stimulate the establishment of orders 
and competition for membership. 

A calculation of the possible future of endowment orders 
cau be readily made. Let us assume extremely favorable con- 
ditions: that the order’s claims for sick-benefits enable it to 
call for as many assessments as the state of the reserve fund 
makes advisable ; that its sick-benefits are paid only to those 
whose certificates mature first, and therefore that no extra 
assessments are necessary; that it invests its reserve fund at 
4 per cent. interest and that it gets 6 per cent. on sick-benefits 
advanced to members; that all assessments are paid at the 
beginning of the year; that its membership increases 50 per 
cent, each year; that the lapses are equivalent to a saving on 
matured certificates of 15 per cent., although it is but a five- 
year order. With assessments at $5.00 and certificates of 
$1,000 maturing in five years, we have the following annual 
conditions : — 


* Reports of the orders to the Insurance Commissioner of Massachusetts. 
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$ | 
1 100 14 $7,000 
2 150 14 10,500 
3 225 14 15,750 
4 338 14 23,660 
5 507 14 35,490 | $103,279 | 100 15 $85,000 $18,279 | $350 
6 761 14 53,270 75,126 50 | 43,000 32,126 350 
7 1,141 4 79,870 117,596 75 11 64,000 53,596 350 
8 1,712 4 119,840 182,108 113 17 96,000 86,108 350 
9 2,568 14 179,760 279,161 40 229,000 50,161 350 
10 3,878 14 271,460 337,702 | 304 46 258,000 79,702 350 
ll *3,878 14 271,460 368,720 68 387,000 | —18,280 350 
12 3,878 40 775,600 795,186 684 103 581,000 194,600 480 
13 3,878 40 775,600 | 1,018,710 | 1,123 168 955,000 63,710 610 
“4 3,878 40 775,600 881,275 | 1,614 192 1,422,000 | —540,725 740 
15 3,878 40 775,600 246,619 | 455 68 387,000 | —140,381 870 
16 3,878 36 698,040 585,542 | 684) 103 581,000 4,542 980 


*Now suppose stationary membership. 


So long as the increase of membership continues at the as- 
sumed rate, we find that the endowments cost but $350, or $70 
a year. As soon as the growth of membership ceases, increas- 
ing liabilities — due to the increasing membership of former 
years —fall upon stationary resources; and, since there are 3,878 
members to pay 3,878 endowments, the cost, aside from lapses 
and interest, must be $1,000, or $200 a year. Those whose 
certificates mature in the eleventh, twelfth, thirteenth, and 
fourteenth years, however, have contributed less than their 
share of the now stationary cost, and that cost is made up at 
the expense of those whose certificates mature in the fifteenth 
and sixteenth years by depriving them of a part of their gains 
from lapses and interest. After the sixteenth year it is plain 

‘that the cost need not increase, for there will be always 3,878 
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members to pay 3,878 endowments every five years; and, since - 


no one will have escaped for less than his “is share, no one 
need pay more than his just share. 

If, however, the membership decreases,— i.e., if new mem- 
bers do not come in so fast as the old members retire or lapse, 
—the cost of endowments may rise to a ruinous height. If, for 
example, no new members enter the order after the sixteenth 
year, those who remain until the twentieth year will have con- 
tributed at the rate of about $160 for four years, and, then, 
in the last year must furnish all of the money for their own 
endowments, or about $1,800 in all. The speculative and 
extremely hazardous nature of the endowment orders is thus 
evident. Since, too, the profits from lapses and from interest 
form so small a part of their resources, it is difficult to see 
why the orders which have a five-year or longer period of 
maturity denounce as speculative those which have a short 
period. 


Another scheme for enabling people to get rich quickly is 
that adopted by the so-called “bond and investment com- 
panies.” Few, if any of them, are fraternal. They require 
bondholders to pay fees at regular intervals for division 
between their three funds, maturity or redemption, reserve, 
and expense. Bonds or certificates of each company are paid 
in numerical order as fast as the condition of the maturity 
fund allows.* If an order has five hundred members paying 
into the maturity fund five dollars each per month, twenty- 
five bonds of one hundred dollars each will mature each 
month. If the number of bondholders increases, more will be 
realized from fees, and bonds will mature more quickly. 
Since a rapid increase of membership for a short time would 
yield great profits to those whose bonds were by that increase 
soon matured, and would cause a much higher cost to the 
new bondholders if the rate of increase was not maintained, 
many companies provide a minimum cost, so that the holder 
of a bond which matures before that minimum has been paid 
in fees shall suffer to be deducted from the face of the bond 
the difference between the amount paid and the minimum 


* For extracts from by-laws of a typical association, see Appendix B, p. 488. 
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cost. Other companies, for the same purpose, provide that no 
bond shall mature until after a specified number of months 
from the date of its issue. 

The reserve fund is planned to equalize the cost of bonds ; 
but, since the cost depends upon the increase of members,—a 
thing which no one can estimate,—its efficacy is a matter 
largely of chance. If, at any time, the cost of matured bonds 
rises, the directors can use the reserve fund, and thus bring 
the cost nearer the previous level; but, if the future growth of 
membership is such that the cost further advances, the reserve 
fund will in time become exhausted, and nothing will be avail- 
able for preventing an indefinite rise in cost. 

In the matter of lapses, the bond companies have an advan- 
tage over the endowment orders. Since their fees are periodi- 
cal, they do not, as a rule, send notices. The lapse-rate is 
thus, of course, increased by the occasional thoughtlessness of 
bond-holders. 

Another difference between the two schemes is in the prob- 
ability of failure. An endowment order will practically fail 
if it cannot collect sufficient money to pay maturing certifi- 
cates at the specified time. The bond companies, on the other 
hand, cannot fail: they have made no promise to pay any- 
thing at any specified time. Even though their treasuries 
were empty, and their numbers became stationary, they would 
fulfil every obligation; for their only agreement is that they 
will pay certificates as fast as the payment of fees furnishes 
the means. It is true that endowment orders can consistently 
with their contracts levy assessments as often as they need; 
but there are practical hindrances to the collection of such 
frequent assessments as would be sometimes necessary in 
order to extricate an order. 


Though the fraternal death-benefit orders denounce the en- 
dowment orders, and the long-term endowment orders de- 
nounce the short-term orders, all of the orders unite in 
denouncing the bond companies. Yet all three of these sorts 
of organizations — death-benefit, endowment, and bond — are 
based upon the same mathematical truth: that ten men can 
pay five of their own number cheaper than five men can pay 
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themselves; and that the ten men will suffer no loss if they 
divide the cost of their own benefits with a sufficient number 
of new men. Unfortunately for the reputation of the bond 
companies, their plan is more obviously one of chance than 
those of their fellows. 

The history of the endowment and bond movement is short. 
It may be said to have begun with the formation of the order 
of the Iron Hall in 1881. It did not reach large proportions 
until 1889. The success of the Iron Hall in making its first 
payments of seven-year endowments at very small cost seems 
to have opened the eyes of multitudes to the possibilities of 
this new sort of enterprise. During the next three years 
organizations modelled after the Iron Hall sprang up with 
great rapidity. At the end of 1889 twenty-two endowment 
orders were transacting business under Massachusetts law, and 
of these all but three had been organized during the year. At 
the end of 1890 the number had increased to fifty-six. 
After the legislature had forbidden the formation of new 
orders, May 28, 1890, an influx from other States began. By 
May, 1891, one hundred endowment orders from other States * 
had registered with the Commissioner of Corporations, in order 
to do business in Massachusetts.* During the same period the 
bond and investment associations made their appearance, and 
more than one hundred such organizations were registered 
with the Commissioner of Corporations.t As, moreover, some 
organizations of this kind are not incorporated, the number 
doing business exceeds the number reported ; but it is not likely 
that the excess is great. The growth of the endowment and 
bond organizations in other States has not yet been officially 
reported and can only be guessed at; but, since Massachusetts 
has been the hot-bed for them, it is not safe to estimate the 
business at the same proportions, even for the New England 
and Middle States, to which it is mainly confined. 

The legal status of the endowment and bond associations 
it is at present impossible to determine. Suits are pending, 
hearings upon the granting of injunctions are going on, and 
legislative bills are awaiting action. In Massachusetts, for 


*Legislative Documents, 1891, House, No. 508. 
+ Ibid. 
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example, the charter of new endowment orders is forbidden ; * 
issuing bonds upon the investment plan, either by Massachu- 
setts or foreign corporations, firms, or persons, is forbidden ; ¢ 
but a bill forbidding endowment business to all orders which 
had not registered before May 28, 1890, has been referred to 
the next legislature for action. The executive of Maine, to 
give another example, has refused to grant further endowment 
or investment charters on the ground that the business in- 
tended is unlawful; but the legislature, on the other hand, has 
refused to prohibit the sale of bonds. Unless the organizations 
die a natural death,— as some have already done by failure in 
the cases of endowment orders, or by mutual waiving of con- 
tract in the cases of bond companies,—it is probable that 
much legislation and many judicial decisions will be necessary 
before the organizations will reach a clear legal position of any 
sort. 

Since both the death-benefit and the endowment orders cite 
the experience of the English friendly societies,— such as the 
Order of Foresters and the Independent Order of Odd Fel- 
lows,— as proof of the permanent character of fraternal bene- 
ficial organizations, it is an interesting fact that the English 
orders are inclined to disavow all intention of giving mem- 
bers any advantage from growth of membership, except, of 
course, in the matter of reduced ratio of expenses. In 1870 
the financial condition of the Manchester Unity of Odd Fel- 
lows, numbering 410,000 member:, was examined. Upon the 
side of liabilities was placed the present value of all claims 
which, according to the experience of the preceding twenty- 
five years, it was estimated would be ultimately presented on 
account of present members. Upon the side of assets were 
placed the amount of money then in the hands of the order, 
and the present value of all payments which it was estimated 
that present members would make. There proved to be a 
deficiency; i.e. the present members, if living out their 
expectation of life and continuing membership, would not, 
under the existing scale of contributions, pay enough to enable 
the order to pay expected claims when due. The lesson of 
this first valuation was partially learned ; for at the second 
valuation, in 1875, it was found that most of the lodges had so 


* Acts and Resolves, 1890, Chap. 341, Sect. 2. 
+t Acts and Resolves, 1891, Chap. 382. 
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far reformed their methods that the deficiency had been re- 
duced about three-fourths.* In 1885, too, a writer in the For- 
esters’ Miscellany, discussing the payment of funeral-benefits 
from assessments, said : — 


Surely, there is nothing more destructive of dignity and independence 
than a system which teaches men to rely not on their own provision, but 
on the advent of “‘ new blood,’’ some of which is not even yet born. Let 
us imagine (if we can) a bank which invited depositors to join it, not in 
order that the money paid in might be saved for their use, but that it 
might be used to pay other and older depositors, and which offered as 
security for repayment the possibility of future depositors joining and 
allowing their money to be used for that purpose. | Such an institution 
would provoke a public outcry; and yet it would but parallel the levy 


system. t 


The friendly societies have in general adopted, or are adopt- 
ing, a system of contributions practically similar in nature to 
life insurance premiums. The contributions vary with the 
age at which the member enters, but are unchanged during 
the member’s life; and with the system of level contributions 
is coupled, of course, a reserve fund corresponding in nature 
to the reserve fund of premium life insurance companies.} 
The English friendly societies, we may say, then, seeing the 
danger that stares in the face our own death-benefit societies, 
have adopted the plan already suggested for our own societies, 
of seeking cheapness of insurance through careful and econom- 
ical co-operative management. 

A word ought to be said in closing, perhaps, upon the hon- 
esty of the canvassing methods adopted by the three sorts of 
organizations which we have been considering. Of the fra- 
ternal death-benefit orders it is true that they are not so care- 
ful to avoid deceiving as should be desired. One of them says 
upon the first page of one of its circulars, “It is not an insur- 
ance company,” and to that extent seems to avoid deception. 
On another page of the same circular, however, under the head- 
ing “ What it will cost to carry $1,000,” it assumes twenty-four 
annual assessments a year, and does not remind the reader 


*The Friendly Society Movement, Rev. J. F. Wilkinson, London, 1886, pp. 
89, 90. 


+ Foresters’ Miscellany, June, 1885, p. 272. 


t The Friendly Society Movement, p. 163. 
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that the cost so estimated is conditioned on a large increase in 
membership. Another order places at the head of one of its 
circulars these striking lines: “$3.00 for $1.00 a Certainty” ; 
$1,000 for $1.00 a Possibility.” The logic by which it 
reaches the former conclusion is by a jump from “it is esti- 
mated” in one of the premises of the syllogism to “you will” 
in the conclusion. The orders seem very willing that possible 
members should deceive themselves. An unbiassed judge of 
an order would probably be forbidden by a sense of due pro- 
portion from descanting so fully upon possibilities as to forget 
to explain the conditions. It should be noted in this connec- 
tion, perhaps, that, since the associations which limit their 
members to persons of particular trades, localities, or affiliations 
are not solicitors for general business, the charge of question- 
able methods cannot be made against them so reasonably, if 
at all. 

The endowment orders seem more open to the charge of 
deception than the death-benefit orders. They show a greater 
forgetfulness in the matter of explaining conditions and of 
stating all the important facts, when citing historical examples. 
The bond companies seem to be no greater deceivers than the 
endowment orders. 

None of these three kinds of institutions can be justly de- 
scribed as gambling, though all are speculative. In all of 
them, if no new members are added, the last members, after 
contributing for the benefit of others, must furnish all of the 
money for their own benefits; but, since the increase of mem- 
bership is to great extent dependent upon the exertions of 
certificate-holders, the risk is not a gambler’s risk. The only 
protection that the community needs against them is that 
deception shall be impossible. It is almost safe to say that, if 
no one could be at all deceived, all associations which give to 
present members the benefit of increasing membership — be- 
yond the saving in expenses— would ultimately die. Many 
men love risk so much that they are willing to take the risk of 
ability to win new members; but, if they knew that the only 
new members whom they could win would be others who were 
willing to take the same risk for themselves, it is likely that 
progress would stop, and that co-operation in insurance and 
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endowments would confine itself to the legitimate field, of 
giving men benefits at that cost which would provide for the 
risk assumed upon each life, for the cost incurred upon each 
endowment, and for necessary expenses. 

Morse Cote. 


APPENDIX A. 
ARTICLE I. 


Section 1. This body shall be known as the SuprEME LODGE 
oF THE —— ——, with power to make its own Constitution and 
General Laws for the government of the whole Order. Its decisions 
on all matters pertaining to the Order, and on appeals properly pre- 
sented, shall be final. 

II. 


Section 1, The objects of the Order shall be to unite in the Bonds 
of Equity, Security, and Peace all acceptable persons of sound bodily 
health and good moral character, from ten years of age upwards. 

Sect. 2. To establish a Benefit Fund, from which, on satisfactory 
evidence of the disability of its members who have complied with 
all the lawful requirements of the Order, shall be paid the sum of 
Ten ($10) Dollars per week for the term of five weeks in one year; 
and a sum not exceeding One Hundred ($100) Dollars at the end of 
eno year. The amount paid for sick or other accident benefits to 
its members shall be deducted with six per cent. interest from the 
amount of their certificate. 

Sect. 3. In the case of the death of a member in good standing, 
who has been a beneficiary member for thirty days, the heirs of said 
member shall be entitled to ten per cent. of the certificate, less bene- 
fits that have been paid, upon the surrender of the certificate, or 
they may continue to pay the dues and assessments to the Subordi- 
nate Lodge of which the deceased was a member, and be entitled to 
receive the benefits at maturity; but they shall not be entitled to 
any other benefits from this Order. 


ARTICLE VI. 


Section 1. The revenue of the Supreme Lodge shall be from Char- 
ter Supplies, individual charters and certificate fees, sale of supplies, 
printed matter, and from such assessments, not exceeding three, as 
may be called, according to law, to the General Fund for reasonably 
necessary expenses. 
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ARTICLE VII. 


Section 1. Whenever the condition of the Supreme Treasury shall 
make it necessary to levy an assessment to pay Sick, Accident, and 
Maturity Benefits, the Supreme Secretary shall at once notify every 
Lodge to forward immediately to the Supreme Treasurer the assess- 
ment due from every member. 

Sect.2. Fifty per cent. of the amount on each assessment is set 
aside by the Supreme Treasurer as a reserve fund; and it shall be 
promptly turned over to and invested by the Supreme Trustees, and 
shall only be withdrawn therefrom by the consent of a majority of 
members of the Supreme Lodge.* 


Law III. 


Section 1. When an assessment is made, it shall be the duty of 
the Secretary to at once notify every member liable to said assess- 
ment. ... Any member who fails to pay the assessment within thirty 
days from the date of the call shall stand suspended. 

Sect. 4. When the amount received for one assessment, less the 
reserve fund, shall equal an amount less than One Hundred Dollars, 
the sum to be paid shall in no case exceed the amount of one assess- 
ment, less the reserve fund, and the said amount shall be all that 
can be claimed by any one. 


APPENDIX B. 
ARTICLE XII. 


The cost of the first certificate shall be three dollars, and any sub- 
sequent certificate two dollars; and a purchaser shall not be allowed 
to hold more than one certificate in each class + in both divisions 
except it be by assignment. Additional certificates may be issued 
every thirty days, subject, however, to the same restrictions as govern 
the first and subsequent certificates. Each applicant shall, after cer- 
tificate has been, issued, in addition to the cost of certificate, pay to 
the Secretary within thirty days after the first and fifteenth of each 
month, in Division 1, the sum of one dollar and twenty-five cents on 


*The Supreme Lodge consists of the organizers of the order, and is in no 
sense led by the bership of the order at large. In this particular 
order the Supreme Lodge is nine in number. The objects mentioned in Art. II., 
Sect. 1, are accomplished in subordinate lodges. 


+ The class refers to the amount of the certificate, and the division refers to 
the frequency of assessments or periodic dues. 
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each certificate, and within thirty days from the first of each month, 
in Division 2, the sum of one dollar and twenty-five cents on each 
certificate. One dollar of each of the last two amounts named shall 
be carried to the maturity fund of the respective classes into which 
it was paid, and twenty-five cents to the general fund. Five per 
cent. of the above amount carried to the maturity fund shall be 
placed in the reserve fund, and can be used only to pay matured cer- 
tificates at such time and number as shall be determined by the Board 
of Directors. 


ARTICLE XIII. 


Failure to make any of the payments on certificates, as prescribed 
in Article XIL, shall work a forfeiture of all rights and privileges 
under said certificates; and all money paid shall be forfeited to the 
class and fund into which it had been paid, and the certificate shall 
be null and never reissued. 


ARTICLE XIV. 


When there is $50 in class A, $100 in class B, $150 in class C, $200 
in class D, $250 in class E, and $300 in class F, paid into the matu- 
rity fund of these several classes in either Division 1 or 2, the sub- 
scriber holding the lowest numbered certificate in any of the above 


classes, in either Division 1 or 2, and has all assessments paid up to 
the date of such maturity, shall be entitled to the amount written in 
the certificate in such class, provided there has been paid in in as- 
sessmeuts at least sixty per cent. of its face value; but, should the 
certificate mature before the sixty per cent. shall have been paid in, 
there shall then be deducted from the face value of the certificate the 
difference between the amount actually paid in in assessments and 
the sixty per cent. of the amount written in the certificate, and such 
amount shall cancel the certificate. 
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NOTES AND MEMORANDA. 


Ir has never been easy to gauge the real strength of the 
“Nationalist” movement, partly because of the exuberant 
terms in which most statements of its progress, as seen from 
the inside, have been couched, and partly from the elastic use 
of terms in classifying persons as adherents. The impression 
has prevailed, however, for some time that the movement had 
lost its impetus, and was likely before long to count as one 
more on the list of decayed Utopias. This impression is con- 
firmed by the announcement in the April number of the Wa- 
tionalist that the publication of the magazine must be discon- 
tinued from the lack of support by Nationalists generally. 


SrmmuLaTEeD by the example of Hungary and Austria, the 
administration of the State railways of Prussia has announced 
a general reduction of passenger fares. While the much-lauded 
zone system is not adopted,—the single kilometre remaining 
the unit of charge,— the usual rate on ordinary trains is much 
reduced, from 8 pfennigs to 6 on first-class, from 6 to 4 on 
second-class, and from 4 to 2 on third-class. Express-train 
fares are also reduced, though they still remain higher than 
on ordinary trains. The general reduction is offset in part, 
though not in great part, by certain changes in the other 
direction. Fourth-class is abolished; and the ordinary fare 
for fourth-class has been as low as the new third-class rate. 
Baggage is no longer to be carried free, though it is promised 
that the charge will be lower than that hitherto levied on 
excess baggage. Lower fares on return-trip tickets are done 


away with; and the tourist, foreign or native, is to be mulcted 


by the abolition of summer travel and excursion tickets. 
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It is calculated that the reductions on the travel of 1888-89 
would have lessened the receipts by the total of 35,000,000 
marks. The Reichsanzeiger, in announcing and explaining 
the changes, gives elaborate tables as to their effects, and 
takes pains to show that the rates will be lower, on the whole, 
and certainly lower on short-distance traffic, than. they are 
under the remodelled tariffs of Austria and Hungary. The 
new régime clearly is due in good part to international rivalry. 


In the April number of the Nationalist a correspondent 
states the conditions which from observation he believes to be 
necessary for the successful establishment of a “ co-operative 
colony,” organized upon Nationalist principles. Besides the 
need of practical executive talent, too often lacking in such 
enterprises, the writer lays down also the fundamental condi- 
tion that the colony must be large enough to dispense with all 
alliances with the differently organized society around it, and 
must be self-sufficing. This requires a considerable extent of 
territory and some diversity of resources. 

To succeed, he says, a Nationalist colony should possess : — 


1. Perfect title to from ten thousand to twenty-five thousand acres of 
land. 

2. This land should be in a comparatively non-malarious climate. 

8. It should be productive. 

4. It should be east of the Mississippi, north of Memphis, Birmingham, 
and Macon, and south of the great lakes. 

5. It should be unexhausted. 

6. It should consist of from 75 to 100 per cent. of large growth oak, 
hickory, and poplar timber land, which,when cleared, would prove well 
watered and productive. 

7. It should contain a superior quality of coal and iron in practically 
inexhaustible quantities. 

8. Its members should pass a rigid examination with regard to indus- 
try, morals, language, and health. 

9. It should number, as a minimum, one hundred families. 

Were the members of such a colony all wealthy, it would prove under 
Nationalistic principles naturally practicable. Were they all poor, even 
Nationalism is not equal to the emergency of instantaneously securing 
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these results. Clearly, the poor colony must either work longer or wait 
longer. Nationalism, like all the universe, is subject to conditions. 


These conditions, it will be admitted, should make success 
easy; but they threaten a serious restriction of outlook in the 
economic regeneration of sixty millions of people who have 
only one continent at command, 


Tue English Historical Review for April, 1891, contains a 
valuable article by Miss Elizabeth Lamond, on the date and 
authorship of the book attributed to William Stafford, and 
often called his Briefe Conceipt of English Pollicy* New 
light has been thrown upon this early contribution to economic 
discussion by an examination of two manuscript copies, one in 
the Bodleian Library and the other in the library of Mr. Lam- 
barde, of Beechmont, Kent, in whose family the copy has 
apparently been handed down for more than three centuries. 

Examination of the manuscript copies, which are nearly 
identical, shows that the treatise must have been written in 
the reign of Edward VI., and probably late in 1549. In its 
original form it described the evils resulting from the decay of 
towns, the turning of arable land to pasture, the alterations 
in the coinage, and the rising prices which caused dearth in 
the midst of plenty. The date, it will be observed, corre- 
sponds nearly with the often quoted First Sermon of Latimer, 
preached before Edward VI. in Lent, 1549. Thirty years or 
so later “W.S.” appears to have edited the manuscript, by 
changing passages which bore special reference to the time 
when it was written, substituting phrases referring to Eliza- 
beth for those which referred to Edward VI., making some 
important omissions and one interesting addition, and then 
published it as his own. It is interesting to note that the pas- 
sage inserted is stated by Miss Lamond to include the well- 
known reference to “the great store and plenty of treasure” 

* The full title is 4 Compendious or briefe examination of certayne ordinary 


complaints, of divers of our country men in these our dayes. By W.S., Gentle- 
man. London, 1581. Reprinted by the New Shakspere Society, in Series VI. of 


its publications, as a part of ‘‘ Shakspere’s England.” 
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as explaining the high prices of the time. This recognition of 
the effect of the gold and silver from the New World is there- 
fore left as before with the date of 1581. 

The doubtful identity of “W.S.” is not made clearer by 
Miss Lamond’s investigations; but a note written in 1565 on 
the Lambarde copy of the treatise, with other evidence, makes 
it probable that the author was John Hales (died 1572), of 
whom there is a short notice in the Dictionary of National 
Biography. 

From a long passage upon the coinage, omitted by “ W.S.,” 
but printed by Miss Lamond, and containing much interesting 
discussion, we will cite here a quaint and clear statement of 
Gresham’s law: — 


Well than (q. the doctor) when goldsmithes, merchauntes, and other 
skilled personnes in mettall do perceaue that the one grote is better than 
the other and yet that he shall have asmoche for the worst grote as for 
the better, will not he laye up the better grote alwayes, and turne it to some 
other vse, and put forth the worst, being like currant abrode? Yea no 
doubt even as they haue done of late with the newe golde, for they apper- 
ceauange the newe coyne of golde to be better in estimation than the newe ’ 
coyne in silver that was made to counteruayle it, picked out all the golde 
as faste as it came forth out of the minte, and laid that aside for other 
uses. So ye haue nowe but little newe golde more than the olde currant. 
And so both the kinges highnes is deceaued of his treasore and the thinge 
entended neuer the more brought to passe; and all is because there is no 
dewe proportion kepte be uene the coyne, while the one is better than the 
other in his degree. 
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THE SINGLE TAX AND THE IMPOT UNIQUE. 


I have read with interest, in the January and April numbers 
of this Journal, the two notes concerning myself. The point 
at issue was the filiation which I had felt authorized to estab- 
lish between the system of Henry George and that of the 
Physiocrats, in an article in the Political Science Quarterly. 

I am obliged to decide in favor of my critic, and, what I 
regret much more, to decide against Mr. Samuel B. Clarke, 
who has so kindly and courageously undertaken to justify me. 
No: it did not enter into my mind to undertake any assimila- 
tion of the doctrines of Henry George to those of the Physio- 
crats on the question of landed property. I know the system of 
Henry George very well, for I was the first, I believe, to bring 
it to notice in France, by an article published as long ago as 
‘May, 1883, in the Journal des Economistes ; and your readers 
will do me the honor to believe that I also know the doctrine 
of my compatriots, the Physiocrats. I recognize fully that the 
two doctrines are not identical nor even reconcilable, since the 
Physiocrats see in the institution of landed property the basis 
of social order, while Mr. George sees in it the cause of all the 
evils which desolate society. , 

What, then, was my meaning? Nothing more than to es- 
tablish in favor of the French economists a claim of priority 
upon a particular point,— nothing more than what Henry 
George himself says in the words which I have cited,— that 
the Physiocrats long before him had the idea of an impét 
unique on the land; that, for them, as for him, this impédt 
unique (single tax) was founded on a right of the State as co- 
proprietor, and was intended to constitute a sort of common 
patrimony of the nation; that for them, as for him, this impdt 
unique was to have for its result the suppression of all other 
taxes, and was thus to give a vigorous impulse to industry and 
commerce and to simplify prodigiously the budget of the 
State. 
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It is true that, while the Physiocrats used this weapon of 
the single tax to consolidate property, Henry George wishes 
to use it to destroy property. But what difference does this 
make? It is still the same weapon used for different ends. 

To avoid all misunderstanding, I should have said simply 
this: the Physiocrats were “single-taxists,” but they were not 


«“ Nationalists.” 
CHARLES GIDE, 


April, 1891. 


THE DRIVEN-WELL PATENT. 


Mr. Chauncey Smith, in his very interesting article in the 
October number of this Journal entitled “A Century of Pat- 
ent Law,” is in error in reference to one statement about the 
driven well; and that is where he states that the fact that the 
well had been in public use more than two years before Green 
filed his application for a patent “was not known to the Pat- 
ent Office while the application was pending.” 

When Green filed his application, two patents had already 
been granted,—one to Suggett, March 29, 1864, and one to 
Mudge, October 24, 1865. Mudge soon after applied for a 
reissue of his patent, which reissue was pending when Green’s 
application was filed March 14, 1866; and, as a result, an in- 
terference was declared between all three. The testimony 
taken and filed in the Patent Office shows that Mudge put 
down the first well in September, 1861; that he put down 
another for a Mr. Seymour in 1861; in 1862 he put down 
some six or seven, in 1863 some twenty, and in 1864 eleven,— 
making in all thirty-four or thirty-five wells in public use from 
two to five years before Green’s application was filed, besides 
others put down by Suggett. All this was fully shown by the 
testimony filed in the Patent Office, so that the office was well 
aware of that fact. 

Up to that time, however, it had always been held that the 
public use must have been without the knowledge or consent 
of the inventor or applicant, in order to work a forfeiture of 
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his right to a patent ; and hence, as Mr. Smith says, the office 
would have issued the patent even with the knowledge of the 
public use before it, provided such use was by some other 
party and without the consent or knowledge of the inventor. 
When the case came before the Supreme Court for the last 
time, it was held that more than two years’ public use by any 
one, whether with the consent or knowledge of the inventor or 
not, was an absolute bar to the grant of a patent, and on that 
ground held the patent to be void. 

There were many curious facts in connection with that case. 
As above shown, the office not only had before it proof of 
nearly five years’ public use when it issued the patent to Green, 
but it also had proof that it was with Green’s knowledge and 
consent; for the first well put down by Mudge was at Green’s 
residence and at his request. Moreover, the office records 
show that a patent was granted in 1840 to another party for 
the same method,— that is, by forcing the tube into the ground 
without drilling or making any previous hole; and in 1828 
another patent was granted to still another party for the same 
manner of forcing down the tube, a hole being made in the 
earth by a pointed rod, and, when rock was encountered, by an 
expanding drill that would pass down inside the pipe and then 
expand and cut a hole large enough for the pipe to follow. 
These patents were not cited by the office; nor were they set 
up in any of the suits except the last, and only one of them 
then. 

The litigation was equally strange. There were nine deci- 
sions in the Circuit Courts and four in the Supreme Court, the 
patent being sustained in all except the last. Another re- 
markable fact was that in his original patent Green described 
his method to be by first driving down a rod to make a hole, 
then withdrawing the rod and inserting the tube, and the 
claim in his original patent was limited to that precise method. 
More than three years after, and after others had discovered 
that the tube could be driven without first making a hole, 
Green reissued his patent, and changed the description and 
claim so as to cover the driving of the tube itself without first 
making a hole; and it was that reissued patent that the Su- 
preme Court sustained when attacked, on the ground that the 
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reissue was broader than the original patent or invention,—a 
decision that is difficult of reconciliation with the decisions of 
that court on reissued patents before and since. 

It is true, as Mr. Smith shows, that that patent has done 
much to create hostility to our patent system,— more, perhaps, 
than any other event that has taken place in connection with 
the system since its first establishment ; and we all rejoice that 
it is now out of the way. 

W. C. Dopez. 


Wasuineron, D.C. 


RECENT PROGRESS OF PROFIT-SHARING ABROAD. 


The past three years have witnessed remarkable progress 
in the adoption of profit-sharing in Great Britain. For some 
years after 1875 the adversé influence of the famous Whit- 
wood colliery experience stood in the way of further experi- 
ments. In his work on Profit-sharing between Employer and 
Employee, Mr. Gilman, after noting the “small number of 
private firms in England now conducted on the profit-sharing 
plan,” went on to say: “A turn in the tide has, however, 
taken place.... We may expect, then, to see a renewal of 
experiments in industrial partnerships by common business 
firms.”* This was written in 1888, and the prophecy has 
been amply fulfilled. Since then twenty-eight firms have 
adopted the system, thus more than doubling the number 
using it, and giving it a rate of progress unparalleled in its 
history. 

The Parliamentary Report on the subject published last 
January gives a full account of the present condition and 
recent progress of the movement in England, with some notes 
on the system in France and elsewhere. The Report gives a 
list of forty-seven firms in Great Britain who use the plan 
of pure, as distinguished from indeterminate, profit-sharing. 
Four of these adopted the system in 1888,} six in 1589, and 


* Page 291. 
+ These are in addition to those given by Mr. Gilman for 1888, 
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twenty in 1890. The number of employees affected aggre- 
gates 7,694 for the twenty-five firms for which the numbers 
are given. 

The progress of several of the firms which Mr. Gilman 
recorded * as practising profit-sharing in Great Britain at the 
time he wrote is indicated in the Report, and is interesting as 
showing the working success of the system. The number of 
employees participating in profits with the firm of Cassell & 
Co., publishers, has increased 100 within two years. The 
average annual payments have been over £914, and in 1889 
the provident fund amounted to over £9,000. The partici- 
pants in the firm of Hazell, Watson & Viney, printers, have 
increased from 300 to 1,200, and the average labor dividend 
for the past two years has been £605. Bushill & Sons, 
printers, have made a gain of 50; and W. A. Hartley, of 
Liverpool, gained 300. Blundell, Spence & Co. report a 
decrease of 30 participants; but for the year ending March, 
1890, they divided among their 310 workmen £1,027. In the 
case of the famous Huddersfield experiment in the “ Wood- 
house Mills,” from which Mr. Gilman hoped so much, the 
number of participants is given in the Report as 150. Mr. 
Gilman gave it as 404, so that there has, apparently, been a 
partial failure here. The Report mentions nine firms as em- 
ploying the system in 1888, in addition to the seven given by 
Mr. Gilman. 

On the whole, then, the history of profit-sharing firms al- 
ready established in England has been one of progress during 
the last two or three years. But the most remarkable point 
in the growth of the system is the great number of firms by 
whom it has recently been adopted for the first time. Twenty 
new firms began it in 1890. The most notable of these cases 
is, perhaps, that of the South Metropolitan Gas Company of 
London, employing about 3,500 men in winter and about 2,000 
in summer. The company proposed that every workman 
should receive a percentage on his wages, regulated by the 
price charged for gas on a sliding scale, at the rate of 1 per 
cent. for every penny reduction in the cost per 1,000 feet of 
gas below 2s. 8d. That is, when the cost of gas is 2s. 8d. per 


* Profit-sharing, p. 385. 
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1,000 feet, no bonus is given. When gas costs 2s. 7d. per 
1,000 feet, the workman receives one per cent. on his wages ; 
when it goes to 2s. 6d., he gets 2 per cent.; and soon. The 
system was started by a gift from the company to every work- 
man regularly in their employ on June 380, 1889, who should 
sign an agreement to remain in their employ for three months. 
This gift was 2 per cent. on his wages for the year ending 
June, 1887, 3 per cent. for the next year, and 4 per cent. for 
the third. This amount of 9 per cent. on one year’s wages 
was placed to the workman’s credit on the company’s books, 
to remain in their hands at 4 per cent. interest for five years. 
By June, 1890, about 1,500 men were qualified to profit by the 
scheme, and received £5,377 in addition to their wages. The 
shares may be withdrawn in cash or left at interest with the 
company. There is a committee of management, consisting 
of the chairman of the Board of Directors, nine members 
elected by the board, and nine chosen by the employees. The 
officers of the company say that good results are already mani- 
fest. There is greater diligence among the men, they make 
suggestions for reducing expense, and, in general, they showa , 
deeper interest in their work. 

Clarke, Nickolls & Coombs, confectioners, of London, are 
another important addition to the list of profit-sharing firms. 
They pay over £30,000 a year in wages, and employ 1,000 men. 
Their plan is as follows: Net profits over 6 per cent. on capi- 
tal are divided equally between the shareholders and em- 
ployees. All who have spent one calendar year in the employ 
of the firm receive their bonus in cash. The bonuses of the 
others are invested in the stock of the company and set aside 
to form a provident fund. The bonus is proportioned to 
wages. No restrictions whatever, except the one year’s period 
of employment, are laid on the workmen. 

Another important firm adopting the profit-sharing policy in 
1889 is that of W. D. & H. O. Wills, tobacco manufacturers, 
of Bristol. They employ about 1,000 hands. In 1889, 11} 
per cent. was paid on the wages and salaries of the year. 

These instances are typical of the recent revival of interest 
in the profit-sharing system in England. An examination of 
the provisions for division of profits shows that of the sixteen 
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new adherents of the policy in 1890, for whom returns are 
given, eleven paid the extra remuneration to the laborers 
wholly in cash, three paid part in cash and part to a provi- 
dent fund, one paid all to a provident fund, and one paid in 
shares of the company. This reveals a great change in the 
mode of application of the system in England. The “stock 
system,” that one which has in view making the workmen ulti- 
mately partners in the business, was long the most popular. 
But the recent cases show a rapid growth of the cash-payment 
system. This is the policy which has obtained in the United 
States. France has all along adhered mainly to the provi- 
dent-fund form. The prevalence of different methods in the 
different countries is doubtless due to a variety of causes. In 
the United States the ascendency of the cash-payment system 
is, perhaps, mainly due to the greater education of working- 
men, to their greater independence and self-reliance, and to the 
wide-spread system of savings-banks, which render unnecessary 
the care of the employer in providing a means of investment. 
If these reasons are correct, the change that has taken place 
in the mode of payment in England would seem to indicate a 
higher level of education and more general self-reliance on the 
part of the workmen than has hitherto prevailed. And the 
interesting question is suggested whether this is not one of the 
first-fruits of the more excellent system of popular education 
that went into operation some fifteen years ago. It certainly 
seems that the average English workingman of the younger 
generation is better informed and more intelligent than his 
father, and his independence and self-reliance seem greater. 
Indeed, the extension of the profit-sharing system is itself a 
sign of increasing education and intelligence. 

It is interesting to notice the extension of the system in 
agriculture, a field in which it has hitherto had but a limited 
application. The New Zealand Farmers’ Co-operative Asso- 
ciation is mentioned in the Report, but no details are given. 
In England itself the system has been introduced on the 
‘* Trafalgar” estate, owned by Mr. George Holloway, M.P. 
The estate contains one thousand acres, tithe free, at a rent 
of £375 a year. The stock, tools, working capital, ete., are 
valued at nearly £5,000, on which 5 per cent. per annum is 
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charged until the amount is repaid. Mr. Holloway is to pay 
current wages. If the profits reach 5 per cent. per acre, 
“those who have been employed not less than six months of 
the year will share in any profit that has been made during 
the year in exact proportion to the amount of wages re- 
ceived.” The amount due each person is to be credited to 


him in the farm accounts, and will bear interest at 5 per. 


cent. until withdrawn. The amounts thus credited are to be 
applied to pay off Mr. Holloway’s loan. Any member with- 
drawing from the scheme forfeits one-fourth of the amount 
due to him. As soon as the capital of £5,000 is paid back, all 
future profits go to the workmen in cash, in proportion to the 
amount contributed by each to pay off the debt. The owner 
will then continue to draw only his rent of £375. The plan 
bears some points of resemblance to Godin’s system at Guise. 

In France, the original home of profit-sharing, the system 
has continued to extend. The famous old establishments are 
in a flourishing condition still. At Godin’s celebrated institu- 
tion there are now some 1,600 hands, 961 of whom received 
additions to their wages in 1889. This is on the stock system. 
The Piat Iron Foundries, at Paris and Soissons, paid 4 per 
cent. of wages in 1889 to 206 employees. The celebrated 
paper manufactory of M. Laroche-Joubert has a capital of 
nearly £200,000, and employs about 1,500 persons. During 
the ten years, 1879-1889, it paid £44,880 in dividends on 
wages. 

There have recently been some changes in the famous Mai- 
son Leclaire. M. Marquot, M. Leclaire’s old secretary, died 
last December ; and, in supplying his place in the management, 
the remaining partners doubled the capital. The benefit soci- 
ety and M. Redouly, the surviving partner of the old régime 
doubled their shares, and the remaining 25 per cent. was sub- 
scribed by two new partners. The total capital now is 800,- 
000 frances. The principles laid down by the founder of the 
house with reference to profit-sharing are strictly adhered to. 
According to the present organization, 5 per cent. of gross 
profits goes to capital, and the remainder is divided between 
“labor,” “management,” and the benefit society in the propor- 
tion of 50, 25, and 25 respectively. In 1889, 228,000 francs 
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were paid over in cash to 959 participants, who also drew in 
wages 1,085,230 francs. 

Of new profit-sharing firms in France, the Report gives one 
under date of 1889, five under date of 1890, and nine others 
without date. As these are not given in Mr. Gilman’s list, it 
is likely that they have adopted the system since he wrote. 
The total number of profit-sharing firms is given as seventy- 
nine,— an increase of twenty-two in three years.* But firms 
using the indeterminate system are included. 

Profit-sharing has had to win its way against the prejudices 
of employers and the ignorance and impatience of working- 
men. It has also had to contend with the influence of labor 
organizations. On this point the Report says: “The organi- 
zations of workingmen which have obtained such great influ- 
ence in recent years, and might be supposed the best represen- 
tation of their interests, are not advocates of profit-sharing. 
On the contrary, their attitude, while not affirmatively hostile, 
is unsympathetic.” The main reason seems to be that ex- 
pressed at the Liverpool Congress of Workingmen, where. it 
was declared that “it would be difficult to consolidate organi- 
zation in any body where a system of deferred pay, either in 
the form of pensions or perquisites, prevailed.” Of course, 
this refers to organization for the purpose of coercing em- 
ployers, as by means of strikes. So far as these are used to 
secure higher wages, profit-sharing probably tends to diminish 
their number. But it does so by removing their cause; for 
profit-sharing is to supplement, not to replace, wages. And 
“the just regulation of current wages is one of the conditions 
precedent to the efficient working of a profit-sharing system.” 
Moreover, the regulation of wages may still remain a function 
of the labor union. 

Still, it would be rash to say that the labor organizations 
are wholly wrong in their opposition. For opposition to a 
reduction of wages might, conceivably, be lessened by the 
knowledge, on the part of the workingmen, that their opposi- 
tion would cause them the loss of their surplus, and that under 
profit-sharing the net reduction would be less than otherwise. 
And, again, the policy has not been tried sufliciently to show 


*See Gilman's Profit-sharing, p. 390. Of course, this is on the supposition 
that Mr. Gilman’s list is complete. 
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whether this induced conservatism might not furnish opportu- 
nity for oppression on the part of unscrupulous employers. 
Nor are the social possibilities of the system sufficiently clear 
to merit unqualified approval. In the line of social results, 
the stock system would seem to promise most. This gradu- 
ally makes the laborers part-owners of the business, and tends, 
therefore, to the establishment of limited co-operation. It is 
not a fair objection to this method to say that the object of 
profit-sharing is not to increase the number of capitalists, but 
to better the relations of capital and labor. The improvement 
of these relations is not the ultimate end: that is the evolution 
of better social relations in general. If that object can be 
better attained by the replacement of the present system with 
another rather than by its mere improvement, whatever helps 
to bring that replacement about must be welcomed. Cer- 
tainly, experience shows that profit-sharing opens the way to 
some improvements, even if it does not justify the enthusi- 
astic remark of Von Thiinen, that it is “the only salvation 


of the laboring class.” 
Davin KINLey. 


Jouns 


AMERICAN JUDGES AND THE INTERESTS OF LABOR. 


In a few words of introduction to a valuable “Report on 
Social Legislation in the United States for 1889 and 1890,” 
published in the Zeonomic Review for April, by Mr. L. S. 
Merriam of the Johns Hopkins University, Professor Richard 
T. Ely makes the following observations about American 
judges and lawyers: — 


One other fact must be borne in mind in every consideration of social 
legislation in the United States, and that is the influence which our 
constitutional system gives to judges. Our judges not only interpret 
laws, but annul laws which conflict either with State constitutions or 
the federal constitution. When one reflects upon the vague and general 
character of these many instruments, and of the various interpretations 
which may be given to many of their provisions, one becomes aware 
that judges are our supreme rulers. We have, to an extent unknown 
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in any other country in the world, government by judges. What does 
this mean to the student of social legislation ? It means a great deal, 
and —the fact cannot be disguised —it means a force, on the whole, 
adverse to the interests of labor. American judges, as nearly as I can 
gather, are much like English judges in their social views; but they 
have an opportunity for giving weight to their subjective opinions 
unknown in England. There can be no doubt that judges in every 
country are more solicitous for the rights of property than for the rights 
of person, and it is the rights of the person which are of paramount 
concern to the masses of the people. This subject, of the influence of 
judges in the United States upon the position and prospects of the work- 
ing classes, is one which deserves very careful treatment; and, in this 
place, I cannot do more than merely allude to it, and to add that the 
only practicable remedy in the United States seems to be a broader, more 
liberal, and more thorough education of the lawyers, who are our ruling 
class. At the present time the training which our American lawyers 
receive is, as a rule, wofully deficient, and cannot entitle them, as a 
whole, to the rank of a liberal profession. They follow a trade rather 
than a profession. The condition of legal education in this country 
becomes apparent when it is stated that the political and economic 
science implied and expressed in Blackstone’s Commentaries on the 
Laws of England is still regarded as sound doctrine by at least nine 
American lawyers out of ten. 


It is a pity to publish in a foreign review such crude obser- 
vations as these. Our judges do not “annul laws”: they 
simply interpret and apply them. Our peculiarity is that we 
furnish to judges for their interpretation a law, unknown 
elsewhere, which controls the legislature itself and by which 
the validity of its action as well as that of private persons 
is to be tested. It results that a legislative act, when thus 
tested, is sometimes found not really to be a law. To declare 
this result is not accurately described as “ annulling a law.” 
Those who wish to work in “the interests of labor,” or of any- 
thing else, are confined by our political system (not by our 
judges) within the limits of the Constitution. This is not 
“government by judges,” or making “judges our supreme 
rulers.” It is government by the people through a written 
constitution. It is, indeed, giving to judges a new and most 
important document to interpret and apply; but it is adding 
nothing to the function of the judge which is different in 
kind from that which he exercises everywhere. 

That this adds much to the power of judges is not to be 
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denied ; nor is it doubtful that as a class, here as elsewhere, 
the judges are among the conservative elements of society. 
But how rash and uninstructive are such statements as these : 
that judges are “a force . . . adverse to the interests of 
labor”; that “ American judges ... are much like English 
judges in their social views”; that “judges in every country 
are more solicitous for the rights of property than for the 
rights of person”; and_that “it is the rights of the person 
which are of paramount concern to the masses of the people”! 
The great majority of our judges are chosen by popular elec- 
tion for limited terms; and the chief cause for anxiety among 
thoughtful persons here has always seemed to be a too great, 
and not too little, solicitude on the judges’ part to meet the 
wishes of the “masses of the people.” The “social views” 
of our judges are like those of their neighbors. The notion 
that as a class they are in any peculiar sense “adverse to the 
interests of labor” has nothing to support it. An odder 
chimera than this fancy of something baleful in the “ influ- 
ence of judges in the United States upon the position and 
prospects of the working classes” it would be hard to find. 

For the cure of this supposed evil Professor Ely recom- 
mends “a broader, more liberal, and more thorough educa- 
tion of the lawyers.” Is it, then, the less educated judges 
whose “social views” come nearest to those of the English 
judges and who are most “adverse to the interests of labor” ? 
That is not commonly thought. That such judges and all 
judges, as well as all men and all women, are likely to be 
bettered by bettering their education, is easily seen. That 
this will diminish the efforts or the power of the judges to 
keep “social legislation,” as well as all other, within the limits 
of the constitutions is much less obvious. 

What is meant by calling for a better education of the 
lawyers? a better legal education? or a better education in 
“ political and economic science”? Professor Ely’s wild ob- 
servation as to the acceptance of Blackstone’s views on these 
subjects by “nine American lawyers out of ten” would lead 
one to suppose that he was thinking of this last sort of train- 
ing. The views of our lawyers and judges on such subjects 
are probably not different from those of other men in like 
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position. egal education has been, indeed, in a very back- 
ward condition, in England as well as here, although great 
efforts are now being made for the improvement of it. But 
it is more than doubtful whether any improvement in legal 
education will mend matters in Professor Ely’s point of view. 
The better the lawyer, the more clearly he sees that it is not 
political economy that he is to interpret and apply, but law; 
and that in interpreting our Constitution he is not to ask 
what is the latest or justest meaning of its terms, in a sci- 
entific point of view,—of such phrases, for instance, as 
“direct taxes,” “money,” “the taking of property,” and the 
like,— but what is their legal and historical meaning, their 
meaning as they are used in this particular instrument. 
Notwithstanding all this, it must be admitted, we repeat, 
that the power of our judges is very great,— necessarily and 
properly so. But we take the opportunity to remark that this 
power is often set higher than it should be through a failure 
to observe that, in a great proportion of the cases relating to 
the constitutionality of laws, the true question for the judges 
is not what their own opinion of the true interpretation of the 
Constitution is, but what view of it is reasonably permissible. 
The judges often recognize this, but also they often fail to 
recognize it. And, as a consequence, there is a common im- 
pression that legislative power, under our system, is far more 
strictly tied down to judicial opinion than it really is. But 
we cannot enlarge upon this topic here. 


JaMEs B, THayeEr. 
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ON EMIGRATION FROM THE EUROPEAN POINT 
OF VIEW. 


In the Quarterly Journal of Economics for January last 
Professor Richmond Mayo Smith kindly called attention to 
my article on “ L’Emigration Européenne” in the Revue d’ Eco- 
nomie Politique, offering some critical remarks which induce 
me to take up the question again. An inquiry into the general 
European emigration movement led me to two conclusions: 
first, that emigration is to be considered as a normal function 
of the present condition of European life; second, as an 
inevitable consequence, it cannot be expected to cease before 
the most essential causes shall have disappeared, unless some 
practical obstacles should put a check to it. Those essential 
causes are the present economical conditions, and therefore the 
European emigration will flow on till a state of equilibrium 
shall have been reached between economic conditions in 
Europe and the countries to which the emigration is directed. 

As for the first thesis, Professor Smith, condemning it alto-' 
gether, declares that “any country whose prosperity depends 
on the constant expatriation of a portion of its citizens stands 
in an equivocal position, and it seems to me impossible to 
regard emigration as a permanent and normal function of 
European life.” The second thesis would need a more thor- 
oughly explained theoretical foundation. But, as the interest 
of the question does not lie on the theoretical side, I may pass 
this by, and observe that Professor Smith is here led to start 
the practical question, whether it could be desirable for Ameri- 
cans with respect to their higher standard of life to allow the 
levelling work of European emigration to go on. His further 
remarks do not touch my meaning, since I certainly never 
pleaded the cause of emigration in order to promote the “ ex- 
pansion of Europe” or to admire the “star of empire” taking 
its way westward. 

The criticism of Professor Smith on the first thesis rests on 
the assumption that emigration is regarded by me as a remedy 
for over-population, which threatens Europe on account of 
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the birth-rate of its countries being very high. That Profes- 
sor Smith really believes this to be my supposition becomes 
evident by his reference to France, where, emigration being on 
a small scale, the growth of population is very slow. Then 
he continues : — 


Why is not that the normal condition of things; and, if emigration 


were to stop (not suddenly, of course, but gradually), why would not 


other countries regulate their population according to the new condi- 


tions ? It seems to me just as logical to take hold of the question from 


the other end and to formulate the rule that emigration is no remedy 
for over-population. 


Now, I perfectly agree with this rule, and have, moreover, 
emphatically stated it in one of my own essays on emigration 
which Professor Smith has quoted.* But this rule does not 
answer the question whether the increase of population has 
the tendency to promote our expansion by emigration rather 
than to alter the economical and social organization of society. 
The question whether it is possible to make room by new polit- 
ical and social institutions for other millions of people or not, 
and the question of lowering the increase of population after 
the French fashion, deserve to be studied; but they belong to 
quite another chapter of the investigation into the movement 
of European society. They have nothing at all to do with 
our explanation of the causes and strength of the emigration 
of to-day and its relation to our present society. 

There exists no absolutely permanent institution; and to 
judge a social fact to be normal does by no means involve the 
proposition that it must be a “permanent” one, whatever the 
state of things may be. From the evolutionist’s standpoint 
there are no “normal things” in this sense, all human institu- 
tions constantly changing in the endless flow of time,— fe 
7a mdvta. But the theoretical question we have to put is 
this: Is it possible to explain the European exodus by causes 
which make its extinction in a not too remote time probable, 
or are the conditions such as to produce emigration as an 
inevitable consequence? As far as I see, this is the solution 
of the problem: The extension of European commerce and 


*In the Handwirterbuch der Staatswi: haften, vol. i. p. 1012. 
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trade in the course of this century, the increase of regular 
shipping opportunities to all harbors of the world, the in- 
creased speed of the voyages, the cheapness of the fares, have 
practically shortened the distance between Europe and the 
other parts of the world. They have brought the remotest 
part of the globe within the intellectual horizon of all classes 
of our society. That has caused a more frequent and more 
regular personal and written communication of emigrants with 
their relatives, and the consequence is the spread of informa- 
tion upon the conditions of life outside of Europe among all 
who are unsatisfied with their lot. I have had many oppor- 
tunities of seeing how far this goes, finding American news- 
papers in the cottages of solitary valleys in the Black Forest, 
which were hardly, as one would believe, reached by the news 
of our own national affairs, but are inhabited by peasants who 
tell us of their sons or brothers who are dritben, “ over there,” 
as the common expression is. Add to this change of time and 
space as regards inter-oceanic intercourse the dissolution of 
historical forms of organization in European society, the trans- 
formation into an individualistic industrial society, and the 
restless aim of every individual to improve his economic con- 
dition. Under the influence of these facts, the European pop- 
ulation becomes an easily movable mass of atoms, which 
follow almost the slightest economic attraction of foreign 
countries, if it is not paralyzed for the individual by greater 
advantages here or by external hindrances. Regarding the 
relative attractions of foreign countries for Europeans, we 
must bear in mind that they are, in spite of all increased ease 
of traffic, still remote enough to allow the individual fancy its 
full play, and to awake expectations which imagination is not 
slow to realize. Therefore, European emigration will never 
cease completely. However widely the characters of periods 
may differ, the European emigration rate shows only oscilla- 
tions which correspond to the main economical features of the 
period; but it does not stop, for even in the most prosperous 
times here and the worst times there, single forces will be at 
work. If the experience of a hundred years suffices to support 
a thesis, my proposition must be fairly well founded. The 
example of France, which Professor Smith uses against me, 
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cannot stand against the proof of all other countries of Europe. 
Fxceptio probat regulam. The movement of the French pop- 
ulation is looked upon by all Europe as an abnormal one; and 
even in France distinguished economists, like Leroy-Beaulieu, 
Levasseur, Bertillon, and others, have called attention to it as 
to a deplorable fact. Professor Smith himself gives proof of 
the normal character of the European emigration, according to 
the present increase of European population, by supposing 
that a gradual stopping of emigration would cause a regula- 
tion of the population according to the new conditions. Were 
it a passing fact, it might stop suddenly, and alteration of 
customs, moral and social institutions, would not be neces- 
sary. 

That the regulating forces of the emigration movement lie 
in the differences between the economical and social level 
here and in the immigration countries, seems to be demon- 
strated by the facts. While in 1826 of 10,837 immigrants at 
New York 7,709 came from the United Kingdom, in 1827 
their number increased to 11,952 out of 18,875, and in 1828 
to 17,840 of a total of 27,283; but in 1829 their number fell 
to 10,594 of 22,530, and in 1830 to 3,874 of 23,322 souls. These 
fluctuations were due to the great commercial crisis of 1826, 
the distress in the manufacturing districts of England and the 
famine in Ireland. The conditions growing better, the num- 
ber of emigrants decreased. The ten years from 1845 to 
1854 were years of a terrible economic distress in Ireland and 
South Germany, caused by hard winters and bad harvests. 
And these ten years show the highest emigration from Ire- 
land as well as from Germany. The number of emigrants 
actually started were 1,226,936 here, 1,512,000 there. Such 
tremendous figures have never been reached again. On the 
other hand, the influence of the economic and social state in 
the United States may be seen by the following figures. In 
1838 the total of immigration, which amounted in 1837 to 
79,340, decreased to 38,914; and in 1839 and 1840 it increased 
again to 68,069 and 84,066 respectively. The reason of the 
decrease was the great financial crisis of 1837, which shook 
the foundation of the whole industrial and agricultural life of 
the United States. Again, the influx of aliens into New York 
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was smaller in 1858 and 1859 than in any previous year, for the 
reason that the commercial crisis of 1857 had frightened those 
who wanted to make a living by the labor of their hands. 
The number of immigrants, which in 1857 reached the figure 
of 186,733, in the following two years fell off to 78,589 and 
79,322 respectively.* The number of examples could be in- 
creased, but I think even those I have enumerated will suffice. 
They show clearly the tendency of the regulating forces in 
emigration, In the shortest way, it may be stated in the words 
of the last report of the Emigrants’ Information Office: + “The 
amount of emigration in any one year is obviously determined 
by the state of the home labor market, on the one hand, and 
the prospect of remunerative employment in the colonies or 
foreign countries, on the other.” This is the view which I 
was maintaining. ‘ 
The fluctuation of emigration, according to the economical 
aspects in foreign countries, seems to me to prove that 
extraordinary measures for putting a stop to immigration are 
unnecessary. Nobody leaves his home, where customs and 
law, language and relations, make the way easier to him, if he 
has no hope to better his position in the struggle for existence 
by emigration. I do not mean to say, of course, that he will 
go wherever men live in better conditions, but where he can 
hupe to reach the same. There is a great difference between 
these two cases. The present situation in the United States is 
certainly not so bad as to leave no more room for new immi- 
grants. The country rich enough to maintain hundreds of 
millions, inhabited by an energetic population with a keen 
spirit of enterprise, will still produce for some time an extraor- 
dinary demand for labor and give certain opportunities to new 
settlers. But still the economic disturbances of the last few 
years have produced a feeling in Germany and England that 
the United States are no longer to be looked upon as the ever- 


*Compare Kapp, Immigration ; and Report of the Commissioners of Emigra- 
tion, New York, 1870. 


} For the year ending December 31, 1890. 


t Perhaps it seems curious that I venture to judge from afar about this ques- 
tion; but I may quote the brilliant essays of David A. Wells, Recent Economic 
Changes, whose conclusion that we are in a period of general movement upward 
embraces the United States even more distinctly than any other couutry. 
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lasting emigration field for European nations. Pamphlets, 
articles in newspapers,— especially warnings in the papers of 
the laboring classes,— official expressions like that of Mr. Gif- 
fen before the Colonization Committee,* begin to work in this 
direction, and will after some time be successful. Ideas do 
not work so promptly as machines, but their slow working 
produces at last a powerful effect. I have not the slightest 
doubt that the European emigration will, to a great extent, 
turn away from the United States as soon as the economical 
and political situation of South America promises a secure 
and steady development. It is remarkable that at the present 
time the only influx of immigrants to the United States which 
shows no important restriction by the natural impediments of 
social affairs is that of Austro-Hungarians and Italians, who 
are not yet bound to the United States with so strong a tie as 
Germany or England, and who are therefore not so sensible 
to the change of economic conditions as the latter are. The 
backward state of public education, too, is very likely to 
hinder a rapid accommodation of the popular ideas to the real 
facts. The conclusion I should draw, therefore, is that the 
greatest care should be given to the extended and thorough- 
going information of the public about the actual conditions in 
immigration countries. 

The American feeling seems to go beyond this. The move- 
ment for restriction of immigration is, as far as I can see, 
growing stronger every day. Ido not dream of condemning 
it, as far, at least, as the principle is in question. It is an 
undeniable right of a sovereign state to regulate its affairs 
according to its own wants. But, with us in Europe, the 
living together within a small space during centuries, and 
the friendly and hostile contact in which the states have 
stood over and over again, have produced a custom of inter- 
national intercourse which handles such questions with some 
careful consideration of all possible effects. The Americans, 
on the other hand, show sometimes a somewhat highly devel- 
oped sensibility whenever international relations burden the 
public without yielding immediate advantages in return. 
And, curiously enough, a commonwealth which has the his- 


* Keport on Colonization, Parliamentary Papers, 1890, No. 354. 
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torical right to be proud of the name of the freest country 
and of the most liberal constitution the history of mankind 
has ever produced, is inclined to employ in its external rela- 
tions mechanical means which would never be thought possi- 
ble in its internal policy. 

I think Professor Smith, in his excellent book on Emigra- 
tion and Immigration, has drawn the limits of every restric- 
tive policy in immigration with the utmost accuracy. I can- 
not concede that the reproach is justified which is involved in 
the concluding ‘question of his quoted article, as if I would 
dispute altogether the right of nations to restrict immigration. 
I do not dispute it at all, only I take it for granted, not only 
with regard to the United States, but for the civilized world, 
“that absolute prohibition of immigration is neither necessary 
nor desirable”; that the only possible thing is “to establish 
some process of selection by which the immigration of unde- 
sirable persons shall be discouraged.”* We differ, perhaps 
in the conception of the possible effect of such a process. I 
have some slight doubts whether it will work to the satisfac- 
tion of those who wish to diminish the number of immigrants * 
in general, and not merely to stop the entrance of sick and 
invalid, immoral or criminal persons. The artificial process 
of selection, as long as it is not practical prohibition, will stop 
the thousands, but the hundred thousands will go unhampered.* 
Stopping these, too, by the mechanical means of prohibition 
would disturb international intercourse and damage num- 
berless interests in the United States themselves. But why 
should we not trust the efficiency of that simple but always 
efficient process of natural selection? Would it not be better 
to keep the artificial restriction within the narrow limits of its 
undeniable necessity in respect to distressed persons, but, on 
the other hand, to promote by all possible means institutions 
and organizations to strengthen the natural tendency of given 
impediments? I am convinced that emigration cannot longer 
remain what it is, a stream without dams. I do not think we 
could stop easily the springs of it, but I hold it the duty of 
the State to embank the rising waters and to give them the 
right direction. 


*R. M. Smith, Emigration and Immigration, p. 279. 
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It is an old experience of the history of European states, 
that all social movements become an object of State adminis- 
tration as soon as they come to have an important influence 
on the common interests. In our days it is so with emigration, 
which has become a steady element of the national life of the 
European population. Already we have signs of the begin- 
ning of a positive emigration policy in the United Kingdom, 
in Switzerland, in Belgium; and various movements in Ger- 
many tend to the same end, as I hope with success. The 
institution of the Emigrants’ Information Office, the State- 
aided Emigration Movement, the Emigration Department in 
Switzerland according to the law of March 22, 1888, the 
“Service de Renseignements concernant l’Emigration” in 
Belgium, are important facts on which the adherents of a 
restrictive immigration policy in the United States ought to 
look with satisfaction. Certainly, organizations effected by 
responsible European governments work for them in Europe. 
These may exercise an immense moral influence, not only by 
giving clear information about foreign countries, but also by 
directing the movement in the way that is the most desirable 
according to international relations. First of all, these offices 
are for the interests of the European communities; but that 
does not prevent their agreeing with the interests of the 
Americans, too. They work under publicity, they must care 
for international agreements as well as for the law of foreign 
countries, and have not the slightest interest to push forward 
emigration by artificial means, as irresponsible private agencies 
do. But private forces may be used by these offices in vari 
ous ways so as to make their efforts more efficacious to direct 
the emigration or to restrict it, as the case may be. The 
United States as well as any foreign country could give a 
great help to such institutions by handing over to them all 
desirable information and warnings. Let them work for some 
years, and we shall have in them an apparatus which, if well 
managed, will cause much good on both sides of the ocean. I 
think it would be worth while to consider whether by means 
of commercial treaties the interests of Europe and of foreign 
countries in this matter could not be brought to harmonize. 
What Europe has to promise is not to stop emigration, but to 
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use Official means to hinder people from taking steps which 
will lead them to misery and distress. That is our interest as 
well as that of foreign countries, which would have to pay the 
costs of our indifference in respect to the lot of our country- 
men. To produce an international consciousness that it is our 
duty to go hand in hand in questions of emigration, seems to 
me to be a problem of so high a character that the best men 
ought to work together to promote it, here and “ dritben.” 


E. von 
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tectionniste en Espagne. Journ. 
des Econ., May. 


AND TAXATION. 


In Periodicals. 

HENNEQUIN (F.). Les Finances 
Locales de 1878 & 1890. Journ. de 
la Soc. de Statist. de Paris, March. 

MARTIN (G.). Etude sur les Place- 
ments faits & l’Etranger par les 
Différents Peuples. Journ. de la 
Soc. de Statist. de Paris, April. 

Marr (G.). Wiirtembergische 
Steuerreformfragen. Zeitschr. f. 
Ges. Staatsw., 74, Heft 2. 


VIII. BANKING, CURRENCY, CREDIT, AND PRICES. 


BERGER (P.). Doppelwiihrung und 
Landwirthschaft |in Deutsche 
und Streitfragen]. 8vo. 
m. 

BorssEVAIN (G. M.). The Mone- 
tary Question. [Prize essay, trans. 
from the French by G. T. Warner. ] 
London: Macmillan & Co. S8vo. 
pp. 152. 3s. 

LAVELEYE (E. de). La Monnaie 
et le Bimétallisme International. 


Paris: F. Alcan. 12mo. pp. 347. 
3.50 fr. 

Lum (K.). Die Entwickelung des 
Bankwesens in Elsass-Lothringen 
seit der Annexion. [In Elster’s 
Staatsw. Studien.] Jena: Fischer. 
8vo. 5m. 

Mac.eop (H. D.). Theory of Credit. 
Vol. I1., Part II. London: Long- 
mans. 8vo. pp. 390. 10s. 6d. 

MorrEAu (A.). La Banque de 
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France, Prorogation du Privilége; 
le Crédit Foncier; la Caisse des 
Dépéts et Consignations. Paris: 


Lib. Perrin & Cie. 12mo. pp. 
243. 3.50 fr. 
In Periodicals. 


Gripss (H. H.). The Fall in Silver. 
Econ. Journ., March. 

Harrune (H.). Die Notenbanken 
unter dem Bankgesetz von 1875 
[concluded]. Jahrb. f. Nat. Oek., 
1, Heft 3. 

Provet de Prorogation du Privilége 
de la Banque de France [Exposé 
des Motifs et Projet de Loi]. 


ag de Stat. et de Légis. Comp., 

eb. 

SAUERBECK (A.). Prices of Com- 
modities in 1890, Journ. of Stat. 
Soc., March. 

SoETBEER(A.). Edelmetallgewinn- 
ung und Verwendung in den 
Jahren 1881 bis 1890. Jahrb. f. 
Nat. Oek., 1, Heft 4. 

UNSIGNED. Indici della Variazione 
dei Prezzi di Importazione e di 
Esportazione in Italia dal 1878 al 
1889. [By M. P.] Giorn. degli 
Econ., May. 

Waite (H.). Bimetallismin France. 
Pol. Sci. Quarterly, June. 


IX. LEGISLATION. 


DunsarR (C. F.). Laws of the 
United States relating to Currency, 
Finance, and Banking from 178) 
to 1891, with vetoed bills. Bos- 
ton. Ginn & Co. 8vo. pp. 309. 
$2.50. 


In Periodicals. 


Bericut der VIII. Reichstags- 
Kommission iiber den Gesetzent- 
wurf betreffend Abiinderung der 
Gewerbe-Ordnung. Ann. des 
Deutsch. Reichs, No. 4, 5. 


X. ECONOMIC HISTORY AND DESCRIPTION. as 


HennineG (A.). Steuergeschichte 
von K6éln in den ersten jahrhun- 
derten stadtischer Selbststindig- 
keit. Dessau: Baumann. §8vo. 
pp. 87. 1.50 m. 

INAMA-STERNEGG (K. T.). Deutsche 
Wirthschaftsgeschichte. Band 2: 
10 bis 12 Jahrhundert. Leipzig: 
Duncker & Humblot. 8vo. pp. 
538. 13m. 

Deutsche Wirthschaftsge- 
schichte des 10-12 Jahrhunderts. 
[Vol. II. of Deutsche Wirthschafts- 
eschichte.] Leipzig: Duncker & 

umblot. Svo. 13m. 

JIRECEK (C). Das Fiirstenthum 
Bulgarien. Seine Bodengestaltung, 
Natur, Bevélkerung, wirthschaft- 
liche Zustinde, Cultur, Staatsver- 
fassung. Vienna: F. Tempsky. 
8vo. pp. 589. Illustrations. 


14 m. 
(0.). Die deutschen 


Stidte im Mittelalter. I. Griind- 
ung und Entwickelung der Stiidte. 
Halle: Buchh. des 
8vo. 7.50 m. 

Mens! (F.). Die Finanzen Oester- 
reichs, 1701-40. Vienna: Manz. 
8vo. 12m. 


aisenhauses. 


PoscHINGER. Fiirst Bismarck als 
Volkswirth. Band 3, von 1885 
bis Miirz, 1890. [Vol. V. of Doku- 
mente zur Geschichte der Wirth- 
schaftspolitik in Preussen und im 
Deutschen Reich.] Berlin: Hey- 
mann. 8vo. pp. 354. 10m. 

Quetsou (F. H.). Geschichte des 
Verkehrswesens am Mittelrhein, 
von den iiltesten Zeiten bis zum 
Ausgang des 18 Jahrhundert. 
Freiburg i. Br.: Herder. 8vo. 
pp. 434. Illustrated. 7m. 


In Periodicals. 


IMPERATORI (U.). La Nuova Po- 
litica Sanitaria in Italia. Giorn. 
degli Econ., March, April, June. 

Knapp (G. F.). Leibeigenschaft 
im dstlichen Deutschland. Preuss. 
Jahrb., March. 

Die Erbunterthinigkeit 
und die kapitalistische rth- 
schaft. Jahrb. f. Gesetzg., 15, 
Heft 2. 

LAMOND (Euiz.). The Date and 
Authorship of the Examination of 
Complaint attributed to William 
Stafford. Eng. Hist. Rev., April. 
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MARLBOROUGH (Duke of). Virginia 
Mines and American Rails. Fort- 
nightly Rev., April, May. 


MommMsEN (T.). Ueber die volks- 
wirthschaftliche Politik Friedrichs 
des Grossen. Festrede. Jahrb. 
f. Gesetzg., 15, Heft 2. 


XI. STATISTICS. 


Annuaire Statistique de 
la Belgique. [2ist year, for 1890.] 
Bruxelles: Minist. de l’Intérieur. 


Pp. 380. 

. Chemins de Fer, Postes, 
Rendu des Opérations pendant 
l Année 1889. Bruxelles: Minist. 
des Chemins de Fer. Large 8vo. 


250. 

. Statistique de la Belgique: 
Tableau Général du Commerce 
avec les Pays Etrangers pendant 
Année 1889. Bruxelles: Minist. 
des Finances. Folio. pp. 295. 

MerITzEN (A.). The History, The- 
ory, and Technique of Statistics. 
gay by R. P. Falkner.] Parts 

-, Il. Philadelphia: Am. Acad. 


of Polit. and Soe. Sci. 8vo. pp. 
100, 143. $1.25, $1.50. 

UnsIGNED. Vorliufige Ergebnisse 
der Volkszihlung vom 1 Dezem- 
ber, 1890, im Konigreich Preussen. 
Berlin: Verlag des K6nigl. statis- 
— Bureaus. 4to. pp. 72. 

m. 


In Periodicals. 


NEwsHOLME (A.). The Vital Sta- 
tistics of Peabody Buildings and 
Other Artisans’ and Laborers’ 
Block Dwellings. Journ. of Stat. 
Soc., March. 

SmiruH (R. M.). The Eleventh Cen- 
sus of the United States. Econ. 
Journ., March. 


XII. NOT CLASSIFIED. 


ENGELS (F.). In Sachen Brentano 
contra Marx wegen angeblicher 
Geschichtser- 
zihlung und kumente. Ham- 
burg: Meissner. Svo. pp. 78. 1m. 

MUEHLBRECHT (O.). ebersicht 
der gesammten staats- und rechts- 
wissenschaftlichen Literatur des 
Jahres 1890. 23 Jahrgang. Ber- 
lin: Puttkammer & Miihlbrecht. 
S8vo. pp. 280. 6m. 

Report of Proceedings of the Amer- 
ican Economic Association [meet- 
ing at Washington, 1891]. Balti- 
more: Amer. m. Assoc. S8vo. 
pp. 183. $1.00. 

SmirH (GoLpwin). Canada and the 
Canadian Question. New York: 
Macmillan & Co. 8vo. $2.00. 


WALCKER (K.). Zeitgemiisse Kapi- 
talanlagen. Volkswirthschaftliche 
Betrachtungen fiir Kapitalisten, 
Bankiers, u. s. w. Stuttgart: 
Metzler. pp. 52. 1.50 m. 


In Periodicals. 


FALKNER (R. P.). Instruction in 
Economics in Italy. Annals of 
Amer. Acad. of Polit. and Soc. 
Sci., April. 

Hvuaues (T.). Frederick Denison 
Maurice as Christian Socialist. 
Econ. Rev., April. 

Nicuotson (J. S.). The Living 
Capital of the United Kingdom. 
Econ. Journ., March. 
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READY IN NOVEMBER. 


The Laws of the United States relat- 
ing to Currency and Finance, 
From 1789 to 1890. 


Compiled by CHARLES F. DUNBAR. 
8vo. 250 pages. 


This compilation is intended to bring within the easy reach of teachers and students 
of political economy and history, the most important provisions made by Congress as 
to currency, coinage, loans, and banks. It will present the exact text of all the more im- 
portant acts and parts of acts, with careful summaries of omitted sections, and will facili- 
tate handy reference to the laws, where use of the Statutes at Large is inconvenient. An 
appendix will give the more important vetoed bills. 

That part of the compilation which covers the period from 1861 to 1885 has been 
used with advantage in the instruction at Harvard University for several years. 


Cambridge, - CHARLES W. SEVER. 


‘Two Important Books. 


By Simon N. Patten, Ph.D. (HALLB), Professor of 
Political Economy in the University of Pennsylvania. 


GEO. H. ELLIS, BASIS OF PROTECTION. 


rz2mo. Cloth, $1.00. 

“The style is simple, and easily understood, and alto- 
BOO K A N D CATA LOG U E gether it is a book decidedly worthy the attention of the 
student of social and economic problems.” Zpock. 
“Tt is a valuable adition to the argument for protec- 
tion, and against the system that would barter the ad- 
vantages of this great country for less even than the 

mess of pottage.’’—Harrisburg Telegraph. 


THE PREMISES OF POLITICAL ECONOMY. 


Cloth, $1.50. 
“ A modest but powerful treatise. In its line it is 


141 FRAN KLI N ST REET, one of the marked books of the season, and to the stu- 


dent of deep and vital questions of economics it must be 
highly valuable.’’—Chicago Inter-Ocean. 


PRINTER, 


BOSTON. 
J. B. LIPPINCOTT COMPANY, 
Publishers, 

715 and 717 Market St., - Philadelphia. 


= 
. 3 
- 
. 


ANNALS OF THE 


AMERICAN ACADEMY 
OF POLITICAL AND 
SOCIAL SCIENCE. 


Issued Quarterly. July Number now ready. 


Editors: ... . E. J. JAMES, F. H. GIDDINGS, and R. P. FALKNER 
CONTENTS. 
Canada and the United States . J. G. Bourinot. 
Decay of State and Local Government . ‘ ' , S. N. Patten. 
Law of Wages and Interest . J. B. Clark 
Province of Sociology . . F. H. Giddings. 
Railroad Passenger Fares in Hungary . . J.J. Wetherell. 
Preceedings of the American Academy — Personal Notes — Book Notes — 
Miscellany. 


Price per No., $4.00; per year, $3.00; with supplements, $8.00. 


For information concerning the ANNALS OF THE AMERICAN ACADEMY 
OF POLITICAL AND Soctav Science, of which it is the Journal, - 


Address 


AMERICAN ACADEMY OF POLITICAL AND SoctaL SCIENCE, 
STATION B, 


| 
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PUBLICATIONS OF THE 


American Economic Association. 


A series of monographs on a great variety of economic subjects, 
treated in a scientific manner by authors well known in the line of work 
they here represent. 

Among the subjects presented are Co-operation, Socialism, the Labor- 
ing Classes, Wages, Capital, Money, Finance, Statistics, Prices, the Relation 
of the State and Municipality to Private Industry and various Public Works, 
the Railway Question, Road Legislation, the English Woollen Industry, and 
numerous other topics of a like nature. 

The latest publication is that for September, 1890,—Vol. V. No. 5,— 


entitled : 


« 


History of the New York Property Tax. - 


By JOHN C. SCHWAB, A.M., Ph.D, 
PRICH, CENTS. 


Four volumes of these publications, containing twenty-four numbers, 


are now complete. 


The bound volumes are sent postpaid for $5.00 each ; 
any two for $9.00; any three for $13.00; all four for $17.00. 
Unbound volumes, $4.00 each. Subscription to Vol. V., $4.00. 


Annual membership, $3.00; life membership, $25.00. 


Address, 
RICHARD T. ELY, Secretary, 


BALTIMORE, MD, 
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PJARVARD 
HISTORICAL 
J¥JONOGRAPHS. 


Monographs to be issued under the authority 
of Harvard University. 


No. 1. A HISTORY OF THE VETO POWER 


IN THE UNITED STATES. 
- By EDWARD C. MASON, A.B. 


This paper will discuss the origin and development of the veto 
power in the national governments, and will include a legislative history 
of each Presidential Veto. The plan of the work is a systematic dis- 
cussion of the vetoes, classified according to their subject-matter, and of 
the constitutional questions which have arisen out of the use of the 
veto. 

Ready October. Price $1.00 net. 


No. 2, AN INTRODUCTION TO THE STUDY 


OF FEDERAL GOVERNMENTS. 
By ALBERT BUSHNELL HART, Pu.D. 


This paper will contain brief sketches of the principal federal 
governments from the Amphictyonic Council to Brazil, with brief criti- 
cal accounts of the literature upon each. It also includes a parallel 
conspectus of the texts of the constitutions of Canada, Germany, 
Switzerland, and the United States. 

In press. Price, 50 cents net. 


GINN & COMPANY, Publishers, 


TREMONT PLACE, - - - BOSTON. 
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THE UNITARIAN REVIEW 


A MONTHLY LIBERAL JOURNAL OF RELIGION AND LETTERS. 


Editor, Joseph Henry Allen, Cambridge, Mass. 


New Series commencing January, 1891. 

THE UNITARIAN REVIEW aims, first of all, to give faithful expression to 
the more deliberate thought of the body whose name it bears, especially of that 
thought which flows in the lines of its religious activity and life. But it knows 
no limit of sects or creed in the sources from which it draws or the ends for 
which it works. Criticism, speculation, or dogma, however dear to many, it holds 
subordinate to what concerns the real welfare of men. 

Questions of the Day, especially those which touch upon matters of 
Political or Social Ethics, will continue to receive a large share of its attention; 
and regarding these the widest freedom of discussion will be encouraged. 

The Editor has established, through personal communication, in the ‘in- 
terest of this Review, lines of Correspondence with eminent leaders of opinion — 
theologians, religious teachers or workers, and men of letters—in England, 
France, Italy, Holland, Germany, and Hungary, as well as in America, which 
he trusts will serve to make it a true representative of that broad movement 
of Liberal Religion which is so marked a feature of our own time. It is his 
hope that every number may include contributions from one or more of the 
sources here indicated. 

The Literary Department will have the aid of some of our best scholars 
and critics, who have been its frequent contributors in the past. A classified 
Book List will be compiled, from month to month, by a trained librarian, 
assistant in the Boston Public Library, and — with its brief descriptive hints or 
criticisms — will be of value to readers and students generally. 

In the January number will appear the first of a series of short local 
and biographical sketches, illustrating the early religious life of New England. 


Published monthly, in Boston, 141 Franklin Street, and in Lonpon, 


Essex Hall, Essex Street, Strand (office of the /uguzrer). 


Subscription price, 7wo Dollars a year, payable in advance. 
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Publications Harvard University. 


Harvard Studies in Classical Philology. Boston. Ginn & Co. 8°. $1.00 per volume. 
A volume of about 200 pages will be issued yearly. 


Harvard Historical Monographs. Boston. Ginn & Co. 8°. 

The monographs will appear at irregular intervals. No. 1: ‘‘A History of the Veto Power,” by 
Edw. C,. Mason, Instructor in Political Economy, will be ready in October, 1890. $1.00. No. 2: “ An Intro- 
— to the Study of Federal Government,’* by Albert Bushnell Hart, Asst. Professor of History, will 
ollow. .50. 

Memoirs of the Museum of Comparative Zodlogy at Harvard College. 4°. 


Volumes [X., XI., XIV., XVI., are now in process of publication in parts. 


Bulletin of the Museum of Comparative Zodlogy of Harvard College. 8°. 
Volumes XVI., XVII., are now appearing in parts. 


Annals of the Observatory of Harvard College. 4°. 

Parts, segregating near! = Pages, in 1889-90. The records thus published include 

Archzolog:cal and Ethnological Papers of the Peabody Museum at Harvard College. 
These papers will appear at irregular intervals, but will be paged continuously. 


Ribliographical Contributions. Edited by Justin Winsor, Librarian. 
_ In part republished from the Bulletin. The numbers appear at irregular intervals, averaging from three 
to six annually. 


Harvard University Bulletin. Edited by Justin Winsor, Librarian. $1.00 per year. 


Contains extracts from the records of the focecing bodies of the University, necrology of graduates, 
accessions to the University Libraries, with special bibliographies and articles of a bibliographical nature. It 
appears in October, January, May. 


Harvard University Catalogue. 12°. .60. 


_ Contains over 400 pages, giving detailed information concerning al] departments of the University. 
Portions of the Catalogue giving necessary information regarding the various departments are also issued 
separately for free distribution. 


Harvard University Calendar. $1.00. 

Contains announcements of lectures and exercises which are open to the public. It appears weekly 
from October to June. 
Annual Reports of the President and Treasurer of Harvard College. 8°. 

This volume contains also the reports from the various departments and establishments of the Univer- 
sity. The Report of the Treasurer and those of several of the departments are also issued separately. 
Harvard University Examination Papers. 8°. 


S parts ining pa used at the final examinations in Harvard College, the admission 
examinations for Harvard College, the Law School, Medical School, etc. ‘ 

*,* The price stated is for a complete volume, or a subscription for the College year; when no price is 
given, the publication is, in general, sold in separate parts, and at a price varying according to the number of 
pages and of illustrations in each part. 


Harvard Law Review. A monthly journal of law published by Harvard Law 
Students. Cambridge. Harvard Law Publishing Association. $2.50 per 
year. | 

Contains papers dealing with the various branches and aspects of the law, notes of important decisions 
in the courts of this country and of England, reviews, summaries of law periodicals, etc. A volume comprises 
eight numbers, appearing from October to March. 
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READY FEBRUARY 1. 


The Laws of the United States relat- 
ing to Currency and Finance, 
From 1789 to 1890. 


Part I. Currency, Finance, and Banking, 1789-1860. 
Part II. Currency, Finance, and Banking, 1860-1890. 
Part III. Coins and Coinage, 1789-1890. 

Part IV. Vetoed Bills and Other Documents. 


Compiled by CHARLES F. DUNBAR. 
8vo. 300 pages. 

This compilation is intended to bring within the easy reach of teachers and students 
of political economy and history the most important ve made by Congress as 
to currency, coinage, loans, and banks. It will present the exact text of all the more im- 
portant acts and parts of acts, with careful summaries of omitted sections, and will facili- 
tate reference to the laws, where use of the Statutes at Large is inconvenient. 

That part of the compilation which covers the period from 1861 to 1885 has been 
used with advantage in the instruction at Harvard University for several years. 


Cambridge, - CHARLES W. SEVER. 


THE UNITARIAN REVIEW 


A MONTHLY LIBERAL JOURNAL OF RELIGION AND LETTERS 
£ditor, JosePH HENRY ALLEN, Cambridge, Mass. 


Tue Unitarian Review aims, first of all, to give faithful expression to 
the more deliberate thought of the body whose name it bears, especially of that 
thought which flows in the lines of its religious activity and life. But it knows 
no limit of sects or creed in the sources from which it draws or the ends for 
which it works. Criticism, speculation, or dogma, however dear to many, it holds 
subordinate to what concerns the immediate welfare of men. 

Questions of the Day, especially those which touch upon matters of Political 
or Social Ethics, will continue to receive a large share of its attention; and 
regarding these the widest freedom of discussion will be encouraged. Great 
enterprises of Christian Charity or Social Reform, such as those so conspicuous 
at this moment in London and elsewhere, will (so far as possible) be reported by 
communications from observers, critics, or workers upon the spot. 

The Editor has established, through personal communication, in the interest 
of this Review, lines of Correspondence with eminent leaders of opinion —theo- 
logians, religious teachers or workers, and men of letters —in England, France, 
Italy, Holland, Germany, and Hungary, as well as in America, which he trusts 
will serve to make it a true representative of that broad movement of Liberal 
Religion, which is so marked a feature of our own time. It is his hope that 
every number may include contributions from one or more of the sources here 
indicated. 

Published monthly, in Boston, 141 Franklin Street, and in Lonpon, Essex 
Hall, Essex Street, Strand (office of the Inquirer). 

Subscription price, Two Dollars a year, payable in advance. 
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Serial Publications of Harvard University. 


Harvard Historical Monographs. Boston. Ginn & Co. 8°. 

The mon will appear at irregular intervals. No. 1: ‘‘A History of the Veto Power,” by 
Edw. C. Mason, Instructor in Political Economy, will be ready in October, 1890. $1.00. No. 2: “ An Intro- 
duc:ion to the Study of Federal Government,’* by Albert hnell Hart, Assistant Professor of History, 
will follow. .50. 

The Quarterly Journal of Economics. Boston: Geo. H. Ellis. New York and Lon- 
don: Macmillan & Co. 8°. $2.00. 

Besides original in Eco ic History, Criticism, etc., each ber ins C id 
Reviews, and 2 Bibliography of Economics, includvog articles’ in periodicals. Appears October, January, 

pril, July. 
Harvard Law Review. A monthly journal of law published by Harvard Law 

Students. Cambridge. Harvard Law Publishing Association. $2.50. 

Contains papers dealing with the various branches and aspects of the law, notes of important decisions 
in the courts of this country and of England, reviews, summaries of law periodicals, etc. A volume comprises 
eight numbers, appearing from October to March. 

Harvard Studies in Classical Philology. Boston. Ginn & Co. 8°. $1.00. 

A volume of about 200 pages will be issued yearly. The first appeared in January, 1890. 


Harvard University Bulletin. Edited by Justin Winsor, Librarian. $1.00. 

Contains extracts from the records of the governing bodies of the University, necrology of graduates, 
accessions to the University Libraries, with ‘special bibliographies and articles of a bibliographical nature. It 
appears in October, January, May. 

Bibliographical Contributions. Edited by Justin Winsor, Librarian. 

In part republished from the Bulletin, The numbers appear at irregular intervals, averaging from three 
to six annually. 

Annals of the Observatory of Harvard College. 4°. 

Seven > ti ly 600 > i . The records th blished includ 
parte, in 1889-90. us publis! include 
Memoirs of the Museum of Comparative Zodlogy at Harvard College. 4°. 

Volumes IX., XI., XIV., XVI., are now in process of publication in parts. 


Bulletin of the Museum of Comparative Zodlogy at Harvard College. 8°. 
Volumes XVI., XVII., are now appearing in parts. 

Archzological and Ethnological Papers of the Peabody Museum at Harvard College. 
These papers will appear at irregular intervals, but will be paged continuously. 


NOTE.— The ‘' Proceedings” of the American Academy of Arts and Sciences is the 
chief vehicle for the contributions of the Chemical, Physical, and Botanical Departments of 
the University, which often occupy the greater number of its pages. The Medical Depart- 
ment issues occasionally a volume of papers for limited circulation. 


Harvard University Catalogue. 12°. .60. 

Contains over 400 pages, giving detailed information concerning al] departments of the University. 
Portions of the Catalogue giving necessary information ing the various departments are also issued 
separately for free distribution. 


Harvard University Calendar. $1.00. ; 
Contains announcements of lectures and exercises which are open to the public. It appears weekly 
from October to June. 


Annual Reports of the President and Treasurer of Harvard College. 8°. 


This volume contains also the mete from the various So and establishments of the Univer- 
sity. The Report of the Treasurer and those of several of the departments are also issued separately. 


Harvard University Examination Papers. 8°. 

Separate parts containin; used at the final examinations in Harvard College, the admission 
examinations for Harvard College, t Law School, Medical School, etc. 

*,* The price stated is for a complete volume, or a subscription for the coll year; when no price is 
given, the publication is, in general, sid separate parts, and at a price varying Seasiding to the ee 
pages and of illustrations in each part. 
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Hon. JOHN D. LONG, 


Ex-Governor of Massachusetts, has a remarkable article in the April number of Education, 
on “ How I was Educated.” Every teacher, parent, and scholar in the land should read it. 

We quote a few lines concerning his student life at Harvard College :— 

“T look back upon my college education with less satisfaction than any other part of 
my life. I was not thoroughly fitted. I was too young. The mistake was made, with a 
well-meant but mistaken view of saving me from the ‘dangers of college life,’ of board- 
ing me for the first two or three years a mile away from the college, so that I formed no 
personal association with my classmates, and always felt remote and as if I presented the 
| picture of a forlorn little fellow who ought to have been at home.... I look back with a 
certain pathetic commiseration on myself, unwarmed for the whole four years by a single 
act or word expressive of interest on the part of those to whom my education was in- 
trusted. The element of personal influence was entirely lacking. No instructor or officer 
ever gave me a pat on the shoulder physically, morally, or intellectually. No word of 
advice, or stimulus, or encouragement was ever uttered. There was no help in the 
formation of character.” 

Education ought to be in every city, college, village, or Y. M. C. A. library or reading- 
room. Every superintendent, teacher, and friend of education should take it. Is it in 
your library? Do you know its merits? Send a cents for a sample copy, or thirty 
cents for the April number. Regular price, $3.00. The articles by Dr. A. D. Mayo, Jan- 
uary number, on “ The Children’s Opportunity in the New South,” and by Gen. O. O. 
Howard, February number, on “ How I was Educated,” are worth a year’s subscription. 

If you are not now taking Education, we will send it to you, one year, for $2.50, or 
for $3.50 we will send Education one year and a copy of President Chas. F. Thwing’s 
The Family, a $2.00 book. Tryit. Address 


PUBLISHER EDUCATION, 
50 BROMFIELD STREET, 
Boston, Mass. 


THE UNITARIAN REVIEW 


A MONTHLY LIBERAL JOURNAL OF RELIGION AND LETTERS 


Editor, JosepH Henry ALLEN, Cambridge, Mass. 


Tue Unitarian Review aims, first of all, to give faithful expression to 
the more deliberate thought of the body whose name it bears, especially of that 
thought which flows in the lines of its religious activity and life. But it knows 
no limit of sects or creed in the sources from which it draws or the ends for 
which it works. Criticism, speculation, or dogma, however dear to many, it holds 
subordinate to what concerns the immediate welfare of men. 

Questions of the Day, especially those which touch upon matters of Political 
} or Social Ethics, will continue to receive a large share of its attention; and 

regarding these the widest freedom of discussion will be encouraged. Great 
| enterprises of Christian Charity or Social Reform, such as those so conspicuous 
at this moment in London and elsewhere, will (so far as possible) be reported by 
communications from observers, critics, or workers upon the spot. 

The Editor has established, through personal communication, in the interest 
of this Review, lines of Correspondence with eminent leaders of opinion —theo- 
logians, religious teachers or workers, and men of letters—in England, France, 
Italy, Holland, Germany, and Hungary, as well as in America, which he trusts 
will serve to make it a true representative of that broad movement of Liberal 
Religion, which is so marked a feature of our own time. It is his hope that 
every number may include contributions from one or more of the sources here 
indicated. 

Published monthly, in Boston, 141 Franklin Street, and in Lonpon, Essex 
Hall, Essex Street, Strand (office of the Jnquirer). 

Subscription price, Two Dollars a year, payable in advance. 
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Serial Publications of Harvard University. 


Harvard Historical Monographs. Boston. Ginn & Co. 8°. 

The mo phs will appear at irregular intervals. No. 1: “A History of the Veto Power,” 
Edw. C. Mason Seer in Political Economy, will be ready in October, 1890. $1.00 No. 2: “An ca 
duction to the Study of Federal Government,’* by Albert Bushnell Hart, istant Professor of History, 
will follow. .50. 

The Quarterly Journal of Economics. Boston: Geo. H. Ellis. New York and Lon- 
don: Macmillan & Co. 8°. $2.00. 

Besides original papers in Economic History, Criticism, etc., each number contains Correspondence, 
py oe a Bibliography of Economics, including articles in periodicals. Appears October, January, 

pril, July. 
Harvard Law Review. A monthly journal of law published by Harvard Law 
Students. Cambridge. Harvard Law Publishing Association. $2.50. 

Contains papers dealing with the various branches and aspects of the law, notes of important decisions 
in the courts of this country and of England, reviews, summaries of law periodicals, etc. A volume comprises 
eight numbers, appearing from October to March. 

Harvard Studies in Classical Philology. Boston. Ginn & Co. 8°. $1.00. 

A volume of about 200 pages will be issued yearly. The first appeared in January, 1890. 


Harvard University Bulletin. Edited by Justin Winsor, Librarian. $1.00. 

Contains extracts from the records of the governing bodies of the University, necrology of graduates, 
accessions to the University Libraries, with special bibliographies and articles of a bibliographical nature. It 
appears in October, January, May. 

Bibliographical Contributions. Edited by Justin Winsor, Librarian. 

In part republished from the Bulletin. The numbers appear at irregular intervals, averaging from three 
to six annually. 

Annals of the Observatory of Harvard College. 4°. 

Seven parts, ting nearly 600 pages, appeared in 1889-90. The records thus published include 
Memoirs of the Museum of Comparative Zodlogy at Harvard College. 4°. 

Volumes IX., XI., XIV., XVI., are now in process of publication in parts. 


Bulletin of the Museum of Comparative Zodlogy at Harvard College. 8°. 
Volumes XVI., XVII., are now appearing in parts. 


Archzxological and Ethnological Papers of the Peabody Museum at Harvard College. 
These papers will appear at irregular intervals, but will be paged continuously. 
NOTE.— The ‘ Proceedings" of the American Academy of Arts and Sciences is the 
chief vehicle for the contributions of the hemical, Physical, and Botanical Departments of 


the University, which often occupy the greater number of its pages. The Medical Depart- 
ment issues occasionally a volume of papers for limited circylation. 


Harvard University Catalogue. 12°. .60. 

Contains over 400 pages, giving detailed information concerning all departments of the University. 
Portions of the Catalogue giving necessary information regarding the various departments are also issued 
separately for free distribution. 


IIarvard University Calendar. $1.00. 
Contains announcements of lectures and exercises which are open to the public. It appears weekly 
from October to June. 


Annual Reports of the President and Treasurer of Harvard College. 8°. 


This volume contains also the reports from the various departments and establishments of the Univer- 
sity. The Report of the Treasurer and those of several of the departments are also issued separately. 


Harvard University Examination Papers. 8°. 
Separate parts containing pa used at the final examinations in Harvard College, the admission 
examinations for Harvard College, the Law School, Medical School, etc. 


*,* The price stated is for a complete volume, or a subscription for the college year; when no price is 
given, the publication is, in general, sold in separate parts, and at a price varying according to the number of 
pages and of illustrations in each part. 
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No religious periodical in America has abler writers. 


Its matter is fresh, living, varied, abreast of the best thinking and scholar- 
ship of the age. 

Contains Sermons from the ablest Liberal Preachers; Articles on religious 
topics of living interest; Editorials; Editorial Notes; Literary Notes; Notices of 
the best Liberal Books ; News from the Churches ; Special Departments of English 
Notes, Universalist Notes, Temperance, Unity Clubs, Woman’s Word and Work, 
etc., etc. 

The Unitarian stands for a religion as devout as it is free, as consecrated 
as it is rational, on fire with Enthusiasm of Humanity. It seeks to draw to- 
gether all men, of whatsoever name or sect, who hold on the one hand to un- 
trammelled thought, and on the other to the Fatherhood of God, the brotherhood 
of man, the immortal hope, and the spiritual leadership of Jesus Christ. 


Its circulation is large, extending into nearly all parts of the world. 
The high quality and low price of the Unitarian should carry it every- 
where. 


Help us to send it to every Liberal Family in America, and to thousands 
of inquirers for a better Religion. 


“ The UNITARIAN more than meets my expectations. Jt is indeed most excellent, 
and in the very line of our fondest hopes for the future.’—H. W. Tuomas, D.D., 
Chicago. 


“7 like the UNITARIAN very much. It is distinctive, clear, and strong.” — 
Mary A. LIVERMORE. 


“ The original contributions and selections in the UNITARIAN are the best that 
come to my study-room from any source.”— David Swinc, D.D., Chicago. 


“ By all odds the best religious monthly in the United States,”— UNIVERSALIST 
RECORD. 


Price $1.00 a year. Will be sent three months ON TRIAL for 10 cts. 


CEO. H. ELLIS, Publisher, 
141 FRANKLIN ST., BOSTON, MASS. 
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PUBLICATIONS 


OF THE 


American Academy of Social and Political Science, 


SEPARATE EDITIONS. 


The price of each number, unless otherwise indicated, is 50 cents. 


1890. 


J. G. Bourinot 


United States and Canada 


I. 
2. Decay of Local and State Government in the U. Ss. S. N. Patten 
3. The Law of Wages and Interest . . . ... . J. B. Clark 
4. The Province of Sociology ; H. Giddings 
5. Instruction in Political ne and Public Law in 

Germany. . L. S. Rowe 
6. Zone Tariff System ii in Hungary = . J J. Wetherell 
7, 19, and 26. Proceedings of the American Academy. 
8. Origin of Connecticut Towns eee Ie C. M. Andrews 
g- The Original Package Decision . . . . . C. Stuart Patterson 

1o. Original Features of the United States Constitution J. H. Robinson 

11. Historical vs. Deductive Political Economy E. von Bohm-Bawerk 

12. Instruction in Political Economy and Public Law . Germany II. 

13. Railroad Zone Tariffin Austria . ..... . C. Wessely 

18o1. 

14. The Austrian Economists . . . . . .« E. von Bohm-Bawerk 

15. On the Conception of Sovereignty, 

16. Character of Villein Tenure ........ W. J. Ashley 

17. ACritique of Wages Theories ....... Stuart Wood 

18. Railroad Passenger Tariffs in Austria . . . . . J. J. Wetherell 

20. Economics in German Technical Schools. 

21. The Genesis of a Written Constitution . .. . W. C. Morey 

22. On the Concept of Wealth ee C. A. Tuttle 

23. On Natural Law ‘ F. M. Taylor 

24. Academic Instruction in Economics i in » Italy - . . #=R.P. Falkneg 

F. W. Holls 


25. Compulsory Voting 
History of Philadelphia Social Science Association J. G. Rosengarten 


27. 
28. Municipal Government and Public Health . . . J. S. Billings 
29. History of Statistics. Prof. A. Meitzen, Berlin. ., . Price, $1.25 
30. Theory and Technique of Statistics. Meitzen. . . ~ Price $1.50 

Price, >. 00 


31. List of Members, etc. ete 
In one order, $6.50. 

Sent to all members free of charge. Subscription price, in the form 
of original issue, $5.00. Nos. 1-7 appeared in the ANNALS No. 1; Nos. 
8-13, in ANNALS No. 2; Nos. 14-20, in ANNALS No. 3; Nos. 21-27, in 
ANNALS No. 4. 


Each number of the ANNALS, $1.00. 
Nos. 28-31 appeared each in separate form. 


American Academy of Political and Social Science, 
STATION B, PHILADELPHIA. 
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HLARVARD (/NIVERSITY. 


Courses in Political Science. 
The following courses are offered in HARVARD UNIVERSITY, and are open to reg- 
ular and special students in the College, to members of the Graduate School, and to 
students in the Law and other professional schools. 
A course usually has three exercises a week throughout the year. Half-courses are 
designated as such. 


POLITICAL ECONOMY. 


The following courses are given for 18go-91 by Professor C. F. Dunbar, Professor 
F. G. Peabody, Professor F, W. Taussig, Mr. J. G. Brooks and Mr. W.M. Cole: — 
Primarily for Undergraduates. 


Principles of Political Economy. Economic History of Europe and America 
For Graduates and Undergraduates. 

Advanced Economic Theory. Financial Legislation in the United States 

Practical Economic Questions. (4). , 

The Ethics of Social Reform. Taxation and Finance. 


Tariff Legislation in the United States (+). Management and Ownership of Railways 


Primarily for Graduates. 
Courses of Research. Original Investigation of Special Topics, under the guidance of the 
instructors. 


HISTORY AND CONSTITUTIONAL LAW. 


The following courses will be given in 1890-91 by Professor E. Emerton, Pro 
fessor S. M. Macvane, Professor A. B. Hart, Professor Edward Channing, Dr. 
Freeman Snow, Mr. George Bendelari, Dr. Charles Gross : — 


Primarily for Undergraduates. 


Medizval and Modern European. American (to 1783). 
Constitutional Government, elementary (3). Europe, during the X VII. Century and first 
Western Europe, from the Germanic Inva- half of the XVIII. 
sions to the X. Century. Europe, from the Middle of the X VIII. 
France, to the reign of Louis XIV. United States, Constitutional and Politica 
England, Constitutional, to the N VI. Cen- (1783-1861). 
tury. United States, General (4) 
Primarily for Graduates. 
Early Medizeval Insiitutions. American Institutions (to 1783). 
England, Constitutional, to the ‘Tudor pe- Continental Europe, since the Seven Years 
riod. Special attention to sources. War (4). 
France, Government and Institutions, to England, Constitutional, from the accessi 
Louis XIV. of George I. (4). 
Church History, General. Federal Government, Historical and Con 
England, Constitutional, from the Tudor parative (4). 
period to the accession of George I. Constitutional Law, Leading Principles; 
United States, Constitutional Development, selected cases, English and American (4) 


Constitutional Principles. 
Seminary Courses. 


Seuinary on Church and State in the Mid- Seminary on Studies of England and France 
_ dle Ages (Professor Emerton). (1775-1800) (Professor- Macvane). 
Seminary on Local Government during the Seminary in American History (Professors 
Middle Ages (Dr. Gross). Channing and Hart). 
Seminary in English History in the time of Seminary on American Diplomacy (D 
the Long Parliament (Mr. Bendelari). Snow). 
JURISPRUDENCE. 
Public International Law and Treaties (Dr. Roman Law (Mr. Schofield). 
Snow). Constitutional Law (Professor J. B. Thayer). 


Descriptive pamphlets relative to the above-named courses for the year 1890-91, with 
circulars regarding admission to Harvard College, the Graduate School, and the Law 
School, may be obtained by applying to 

FRANK BOLLES, Svcretary of Harvard University, 
5 University Hall, Cambridge, Mass 
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MACMILLAN & CO.’S 
NEW BOOKS ON ECONOM. 


Now ready, 28th Annual Publication, 12mo, $3.00. Revised to date, after official retu 


The Statesman’s Year-book, 1891. 

5 » the States of the Civilizec 

the Year 1891. Edited by J. Scorr Ke.tir, Librarian to the Royal G 
Society. 12mo, $3.00. 

“The ‘ Statesman’s Year Book’ is, and will remain as long as it is in co mpstent hands, the 
of reference; the best, not only of this country, but of all countries; not © ynly the best for some 
for most purposes for which books of reference are required,— on the whole, a perfect work.” 

‘Not only statesmen, but all men who desire to keep pace with the march of events, with 
commercial changes,— in fact, with the general progress of the world,—will find in ‘The Stat 
book ’ an indispensable guide. _ New York Tribune. 


Capital and Interest A Critical History of Economical Theory. 
Vv BoEHM- BAWERK, Professor of Political 
the University of aie. Translated, with a Preface and Analysis, b 
SMART, ae on Political Economy in Queen Margaret College 


8vo. $4. 
“One of the topics on which much new light is thrown is the relation between the cost of p 
the consumer’s demand as factors determining value. . The general theory of supply and 


plied with effect to the particular case of the labor market. The discuss 
subjects which the double title covers, the nature of capitalization in general 

in the régime of competition, it is difficult to say of which the treatment is 
Academy. 

“The translation is excellently done.”’"—Scot’s Observer. 


The Conflicts of Capital and Labor, ena 


and Review of the Trades-unions of Great Britain, showing their Orig 
Constitution, and Objects in their varied Political, Social, ‘Economical. 
trial Aspects. By GEORGE Hew, M.P., author of the “Handy bi 
Labor Laws,’’ etc. 12mo. $2.50. 


masterly. 
the det ermi inat 
more original and 


AN INTRODUCTION TO THE 


History of the Science of Politics, t25,esqescs yy 
Barrister-at-Law, M.A 
Professor of Jurisprudence in the University at Oxford. 12mo. 75 cen 
“‘ Admirers of Sir Frederick Pollock’s subtle yet masculine reasor ing will welcome the pu” 
collected form of these lectures. They cover in a smal] compass che whole ground of political s: 
ning with Piato and Aristotle, and ending with Mill, Mr. Spencer, Prof. Huxley, and Mr. Justice 
Times. 


S. DANA HORTON’S NEW BOOK ON THE SILVER QUESTION. 


Silver in Europe, Baxa Hortos, anchor, 
etc. I2mo. 300 pp., cle th 

‘*Silver in Europe ’’ is a Series of Essays dealing with various | aa the silver question 


a documentary chronicle i indicating the development of ever ts, which the author rames 
Movement and its Reversal. 


Sir CHARLES W. DILKE’S NEW BOOK. 


Problems of Greater Britain, Large tam 
ience, is fully worthy to rank v t 

ment detailed, but concise. E 

All that can be said in conclusion 

> what Mr. Bn 


Sir Charles Dilke’s book, as a contribution to } 
ounte ‘of De Tocqueville and Bryce. Its scope is vast; its 
crammed with important facts er equally important infere 
one should read the book for himself. The author has done for * Greater Britain 
for the United States.” —Politicad Science Quarterly. 


MACMILLAN & CO., 112 Fourth Ave., New 


Prese ‘of Gro. H. Euus, 142 Frank in St. Boston, U.S.A. 
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